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IMPORTS OF POTASH 


APRIL 20, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
FERTILIZER AND FarM MACHINERY SUBCOMMITTEE, 
Washington, BO. 

The subcommittee met at 10 a. m., pursuant to call, in room 1310, 
New House Office Building, Hon. Charles B. Hoeven (chairman of 
the subcommittee) presiding. 

Present: Representatives Hoeven (chairman of the subcommittee), 
Harvey, Belcher, McIntire, Gathings, Abernethy, and Polk. 

Also present: Representatives Abbitt, Wheeler, and Herlong. 

Mr. Horven. The subcommittee will please come to order. It is 
our purpose to start these meetings on time and to expedite matters 
as rapidly as possible. I am sure other members of the subcommittee 
will come in in due time. Some of those present have engagements 
which will require them to leave momentarily, but we will try to 
carry on as best we can. 

The Special Subcommittee on Fertilizer and Farm Machinery is 
meeting this morning to inquire into supplies of potash for fe rtilizer 
and particularly to find out whether imports of potash are required 
from behind the Iron Curtain countries. 

We all know that potash is an essential element in commercial fer- 
tilizer. Practically all of our supply normally comes from potash 
mines in southwestern United States; and except for a brief period 
about 2 years ago, when labor difficulties caused a suspension of potash 
production for a time, there has been no recent shortage of the material 
for fertilizer uses. 

The subcommittee has been advised that there are considerable 
imports of potash from countries behind the Iron Curtain, and for 
general information and to get the facts we have called this meeting 
to bring us up to date. We want to determine whether the supply of 
potash in the United States is sufficient, whether imports are neces- 
sary, and in particular whether they are necessary to come from these 
countries behind the Iron Curtain, just what trade arrangements are 
being entered into, and so forth. 

We have quite a number of witnesses. The first witness will be 
Mr. George E. Petitt of the Potash Producers Committee. Mr. 
Petitt, we will be very glad to hear from you. 


STATEMENT OF GEORGE E. PETITT, VICE PRESIDENT OF THE 
POTASH COMPANY OF AMERICA, AND APPEARING AS SPOKES- 
MAN FOR FIVE NEW MEXICO POTASH PRODUCERS 


Mr. Petrirr. Mr. Chairman, gentlemen of the committee, my name 
is George E. Pettit. I am vice president in charge of sales of the 
Potash Company of America, with general offices, mine and refinery 


1 








2 IMPORTS OF POTASH 
located at Carlsbad, N. Mex., and with general sales offices in Wash- 
ington, D. C. 

For the purpose of this hearing and to save time for the committee, 
the statement which I shall now make will, in addition to my own 
testimony, represent the views and testimony of the four other New 
Mexico potash producers. These five companies combined produce 
approximately 90 percent of the total United States potash produc- 
tion. 

These four other companies are: United States Potash Co., South- 
west Potash Co., the Duval Sulphur & Potash Co., and International 
Minerals & Chemical Corp. 

We wish to bring to this committee’s attention a matter which we 
feel is a serious threat to the entire potash industry in the United 
States, is costly and unfair to our allies on the continent of Europe 
and is of direct benefit to Russian communism. 

I refer to the importation into this country of substantial quantities 
of potash produced behind the Iron Curtain and sold, in some cases, to 
unsuspecting American manufacturers in return for American dollars. 
These dollars may be used by the Communists for the purchase of 
rubber, engines, and other war material, which, in turn, may be used 
by the Communist armies which are killing Americans in Korea. 

It is true that the amount of such potash now coming in is small, 
compared to the total American production. But now reports are 
cropping up of cargoes of it being offered at ridiculously low prices; 
and, if such a dumping policy by the Communists were allowed to 
continue, the tonnage from behind the Iron Curtain would undoubt- 
edly increase. This, as we see it, would pose a major threat to the 
entire American potash industry and, thus, to America’s agricultural] 
production as Well. 

We do not think it is the policy of the American Government, and 
most certainly it is not the will of the vast majority of the American 
people, that such trading with the Communists be continued. Fur- 
thermore, in our opinion, the importation into the United States of a 
product of a Communist monopoly, at prices with which an efficiently 
run American industry cannot compete, violates the spirit if not the 
letter of existing legislation. 

American industry is specifically protected against unfair foreign 
competition by a number of acts. For example, the Tariff Act of 1930 
declares unlawful any unfair methods of competition in the importa- 
tion of articles into the United States when the effect is to injure an 
efficiently operated industry in the United States; and the Revente 
Act of 1916 expressly prohibits the sale in this country of imported 
goods at substantially less than their fair market value “with the 
intent of destroying or injuring industry in the United States.” 
Furthermore, the Antidumping Act of 1921 is directed against the 
dumping in this country of foreign-produced goods when the effect is 
likely to injure an American industry. Also, if Iron Curtain potash 
is being sold here and is represented as having originated in West 
Germany, it could well be a violation of the fraudulent advertising 
and misrepresentation sections of the Federal Trade Commission Act 
of 1914, as amended. 

Our industry does not have the facilities or the access to pertinent 
information to investigate fully the facts of such possible violations. 
However, current reports we receive about potash import from East 





IMPORTS OF POTASH 3 


Germany seem to us to warrant a full study of the situation. We are 
hopeful that your committee, concerned as it is with the maintenance 
of a sound United States agricultural economy, will see fit to pursue 
this question to the point that all the facts may be brought into the 
open, and such matters as are pertinent can then be laid before 
the proper enforcement agencies, if further investigation and action 
are warranted. 

American production, recently increased by the opening of new 
mines by two new companies in the Carlsbad area, expansion of 
facilities by the companies already on the ground, and augmented by 
the production of the free-enterprise countries of West Germany, 
France, and Spain, is now more than sufficient for all domestic demands. 

Nevertheless, East Germany alone sent approximately 55,000 tons 
of K,O into the United States in the calendar year 1952 and indications 
are that they are making desperate efforts to sign contracts now for 
deliveries during the coming crop year beginning on June 1. 

Perhaps I should make it clear here that all references to tonnage in 
my statement will be in terms of K,O, which is the manner in which 
the potash content of all fertilizer is expressed. Potash ore, when it 
is mined, is composed of potassium chloride and sodium chloride. In 
the refining process, the sodium chloride is removed, leaving a highly 
concentrated potassium chloride. This concentrate, as produced in 
America, usually contains approximately 60 percent equivalent KO. 

There are many reasons why we, as American citizens as well as 
American businessmen, feel that this traffic with Russia should not 
continue. 

We are not seeking protection of an American industry that is 
uneconomic or too delicate to stand on its own feet, or too fragile to 
stand up against legitimate foreign competition. The American 
potash industry is widely known to be the most modern and the most 
efficient in the world. Our foreign competitors have come to this 
country to learn our methods and to buy, with our own Government’s 
help, our machinery. I repeat, we are not fearful of legitimate 
foreign competition. 

But the American potash producers are free-enterprise companies. 
We must make our earnings cover our costs, and yield a profit as 
well. And we must pay taxes. 

The Communist potash monopoly, on the other hand, can ignore 
all these considerations. They need not cover costs; they need not 
make a profit; they need not pay taxes. What they must do is carry 
out the will of the Communist dictatorship. If it suits the Communist 
Party line to sell potash in the United States in quantities and at 
prices designed to ruin this vital industry here, that is the only factor 
the Communist potash monopoly must consider. 

If the pursuit of this policy means sales below cost of production, 
for an indefinite period of time, that means nothing to the Communists. 
They can ignore the economic laws which we must obey if we are to 
survive. 

And the record proves that they do. They gouge the American user 
when supplies are short—they undercut the American producer when 
that suits their purpose. 

In the year 1950, for example, when potash was in acute short sup- 
ply because of the protracted Carlsbad strike (a strike called, incident- 
ally, by a union thrown out of the CIO on the grounds of being Com- 
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munist dominated), the Russians sold potash (60 percent basis) 
delivered to the Atlantic coast at prices ranging from about $35.40 a 
ton up to $51 a ton. The following year, they made such sales (also 
on a 60-percent basis) at about $40 per ton. In 1952 they sold at $36 
a ton, and now we have heard of a recent sale of a cargo at $29.70 per 
ton (60-percent basis). Undoubtedly, sales of Communist potash 
have been made at various other prices. Incidentally, since I pre- 
pared this statement, gentlemen, I have heard of lower prices. 

During this entire period Carlsbad potash (60-percent basis) 
delivered to Atlantic ports has sold at prices that ranged only from 
about $36 in 1950 to $38 in 1953 

It cannot be argued that the American farmer will profit by the cut 
rate sales of potash, such as the Russians are now apparently offering. 
The disorganized American market that would result from any sub- 
stantial invasion of cut rate Communist potash might indeed yield 
the American farmer a temporary advantage of a lower price for 
fertilizer. But as soon as the United States potash producers were 
crippled, the American consumer, as he was before in the period of 
shortages, would be compelled to pay such prices as the Communist 
monopoly might dictate. The Communists could affect our entire 
agricultural program by whipsawing and disrupting the potash market 
as they chose, 

Many of us remember the critical shortage of potash that struck 
this country in World War I, when our one-time main source in Ger- 
many was cut off. Prices jumped from $35 to as much as $500 per 
ton. Our agricultural production was threatened. We tried all sorts 
of substitute production schemes—recovering a little from cement and 
flue dusts, finding a little in old mine tailings, from animal and 
vegetable wastes, and from wood ash and sea weeds. 

But this was only a tiny amount, and the shortage was almost a 
catastrophe. One German scientist is said to have claimed that, if 
the Kaiser’s armies could have held out 2 more years, America would 
have lost the war due to a lack of potash. 

Be that as it may, such a crisis must not be permitted to face us 
again. In the normal course of things, it will not. The American 
potash industry, starting practically from scratch during World War 
I, delivered 1,584,698 tons in the calendar year 1952, and Department 
of Agriculture estimates that production will reach 1,622,000 tons 
in the current fertilizer vear ending May 31, 1953. The vast deposits 
1,000 feet in the ground in the Permian Basin of Eastern New Mexico, 
West Texas and Kansas have been estimated to contain hundreds of 
millions of tons of reserve. 

No industry in a free enterprise country can operate at a loss, and 
the American potash industry is no exception. As I mentioned before, 
reports reaching us are that potash from behind the Iron Curtain is 
being offered for sale at Boston at a price of $29.70 per ton, based on 
60-percent content potash, or more than $9 per ton below the current 
American price. 

As far as my own company is concerned—and let me make it clear 
that on this point I am speaking solely for my own company—the 
Russians are delivering potash at Boston at a price less than our own 
cost of production, plus freight from Carlsbad to Boston. 

It is no alarmist cry to say that Russia seems out to try to wreck 
the domestic potash industry in this country, and, if her shipments of 
refined potash go unchecked, she could eventually do so. 
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By far the great majority of American farmers are strongly opposed 
to buying from Russia. This is true also of the great majority of 
fertilizer manufacturers. Gentlemen, at this point I would like to 
stray from my prepared = to say that the fertilizer industry as a 
whole has demonstrated | V their actions, voluntarily ] think, that 
they do not want to trade with the Russians. The number who are 
trading and have bought Russian material are a very minute minority. 
However, if a few manufacturers take advantage of the very low prices 
for which this Communist product can be bought, the others can be 
put in a competitive cost squeeze which could be economically disas- 
trous. With competition keen in the industry, the use of Russian 
potash would inevitably spread. This would mean that American 
production would drop off, some mines might have to close down and 
a new emergency could find us again without suffic ‘lent supplies or 
productive capacity for a material vital to our country’s agriculture. 

Approximately 90 percent of all potash is used in the manufacture 
of fertilizer and our agricultural production is dependent upon potash. 

A 300-bushel-per-acre potato crop, for example, takes up to 170 
pounds of potash out of the soil. This must be replaced, or the next 
year’s crop will be scantier and poorer in quality. 

The United States Department of Agriculture, in cooperation with 
the land-grant colleges and the Nation’s leading soil scientists, has 
urged the need for an increase in potash consumption by 1955 of 
about 50 percent above the million and a half tons consumed in the 
1951 crop year. 

Domestic producers have taken this goal seriously, and have spent 
and are spending tens of millions of dollars to insure ade quate potash 
for our Nation’s growing agricultural needs. 

As a matter of fact, the potash industry in the United States has 
been engaged in ane xpansion program for a period extending over the 
past 20 years. The vast Carlsbad, N. Mex., area was opene id up when 
the first shaft was sunk there in 1929. Production began 2 years 
later, and the productive capacity of the industry has been growing 
ever since. 

American stockholders have enormous investments in the potash 
mines, refineries and equipment in this country. Our pay scale is at 
the top of the mining industry list. Yet the sales price of our product 
is no higher than it was in 1939, and, incidentally, 1 know offhand of 
no other product which has not risen sharply in price during and 
since World War II. But we cannot meet the competition of Russian 
controlled potash dumped on our market. 

American farmers use great quantities of potash and they want an 
abundant supply at reasonable prices, but they want no part of 
communism, Whether it be potash or propaganda. 

Once potash is mixed with other fertilizer ingredients it loses its 
identity and, consequently, farmers cannot know whether it comes 
from East Germany or New Mexico. I venture to suggest that 
practically every American farmer would refuse to buy a bag of 
fertilizer if it were stamped: “Made with Russian Potash.”’ 

Likewise, it isn’t always easy for a manufacturer to know the true 
origin of the potash he buys. I understand that most Russian con- 
trolled exports of potash are now shipped from the free port of Ham- 
burg after being barged in, and attempts may be made to deny its 
true origin. 
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But there is no questioning of the fact that where it does originate 
behind the Iron Curtain the dollars that are paid for it find their 
way back there to aid the Communist conspiracy in its avowed 
determination to cripple and destroy America and the free world. 

This problem is not an entirely new one. 

Potash has been shipped into this country from Russian areas 
since 1950, when an opportunity for its sale was created by the 
crippling strike against all Carlsbad, N. Mex., mines by the dominant 
union of Mine, Mill and Smelter Workers. Incidentally, as I stated 
before, it is interesting that this is a union branded as Communist 
dominated, and expelled from the CIO for that reason. 

Potash imports from Communist countries totalled 65,000 tons of 
KO in 1950, climbed to 98,000 tons in 1951 and declined to 55,000 
tons in 1952. The decline in 1952 reflects the growing availability 
of domestic production, plus an increasing resentment against traffic 
with the Communist monopolists who had gouged American consumers 
while they had an opportunity. 

The adequate supply of American potash, plus reluctance to trade 
with Russia, also probably explains why the Communists are report- 
edly dumping their potash this year in this market. 

As I say, this traffic has been going on since 1950. However, we 
have refrained from speaking up until now because the crop vear of 
1952-53, now coming to a close, was the first crop year in which do- 
mestic supplies plus napores from the free world were proved equal to 
demands for American agriculture. 
Up until the henhandege of the 1952 


53 crop vear potash has been 


in short supply on a world-wide basis. But during this past crop 
‘eer two new domestic producers came into full production in the 
Carlsbad area. This new production, plus additional capacity by 


other domestic producers oleae with import tonnage available from 
the free enterprise countries, has wiped out the shortage. 

More complete answers are needed to get at the truth of these 
reports of Russian dumping in this country. Just how much Russian 
potash is coming into this country at these dumping prices? At what 
prices is it actually being offered in the United States? Are the 
Russians planning a dumping campaign of magnitude in an effort to 
cripple and damage the American potash industry? 

on facts we do know: 

That potash from Russian controlled areas is being sold in the 
U ial States and has been sold here for several years. 

2. That potash is now in plentiful supply to meet current demands 
and we are completely independent of Russia and her satellites in 
this regard. However, dumping of Russian controlled potash could 
curtail production in this country to the point where we could not 
supply our needs in case of a sudden crisis or emergency. 

3. Russian potash imports appear to have three major objectives: 
to wreck the American industry; to put American dollars in the 
hands of the Russians to be used as part of the program to cripple 
and destroy us; to deprive our friends in the free enterprise countries 
of an opportunity to bolster their economy with much needed dollar 
exchange. 

Mr. Chairman and gentlemen, I want to express my sincere appre- 
ciation for your courtesy in hearing my report. And I would like to 
respectfully urge your committee to inquire fully into this whole situ- 
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ation and to take or initiate appropriate action. By so doing, we feel 
that you will have helped our agriculture, our industry, and our entire 
economy as well. Thank you. 

Mr. Honven. Thank you very much, Mr. Petitt, for a very inter- 
esting and informative statement. 1 am sure you have given us a lot 
of food for thought. The subcommittee, before it gets through, will 
fully explore the situation as you have presented it to us today. 

It gives us a very fine basis for the investigation upon which we have 
embarked this morning. 

You say that the first importation of potash occurred about 1950 
when an opportunity for sale was created by the crippling strike at 
Carlsbad, N. Mex. 

Do you have any personal knowledge as to what negotiations went 
on to get potash into the country at that time? Who was instrumental 
in bringing about the trade with the Communists? 

Mr. Perrrr. I could not say specifically, Congressman Hoeven. I 
do know, however, that we were thrown into the strike by the then 
dominant union of Mine, Mill, and Smelt Workers which was, as 
everyone knows, kicked out of the CIO because they were branded 
as being led by Communists. 

That strike went on for somewhere between 80 and 100 days and 
up until the time of the strike there had been no importations of potash 
from the Russian countries. 

[t did come in at that time and came in seemingly fast, without any 
prior warning, and came in at excessive prices. 

I have heard of some sales that were sold at a hundred percent over 
the domestic prices at that time because potash was so scarce. 

Mr. Horven. Do you think there was any connection between the 
strike and the importation of the potash at that time? 

Mr. Perrrr. It certainly would seem so. We are in a peculiar 
squeeze at the moment. This Mine, Mill, and Smelter U — is still 
a dominant factor in several of the mines and refineries at Carlsbad 
and we have been negotiating for months for the renewal of a contract 
and we have not been able to get one. 

Those negotiations are stillon. It looks like we are in a squeeze on 
labor on one end and a squeeze on price cutting on the other. I 
think we are caught in the middle. 

Mr. Hoeven. Do you have any information as to the amount of 
potash that has been imported in the first 3 months of 1953? 

Mr. Prerirr. No, sir, | do not, but I have some figures, Mr. Chair- 
man, that cover the crop year—that is, running back to June of last 
year and coming forward to about the first of March—and the indica- 
tions are, as best we can gather—and these figures incidentally are 
taken from the Import-Export Bulletin of the Journal of Commerce 
and from information at various of the customhouses where we could 
obtain that information and it looks like roughly 48,800 tons of 
muriate of potash and something over 10,000 tons of sulphate of 
potash. 

I have heard of one or two cargoes since these figures were compiled 
but I do not know what the tonnage was. As a matter of fact, I 
understand there is a cargo down at Morehead City, N. C., right now. 

Mr. Horven. Is it your contention that there are ample supplies 
of potash in this country—that is, augmented by imports from some 
countries of the free world to meet the domestic demand. 

Mr. Perirr. Yes, sir, I am quite positive of it. 
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Mr. Horven. Do you know how these importations of potash from 
Russia are affecting the imports from the other free countries? 

Mr. Perirr. I think they would affect the imports of France and 
Spain and Western Germany quicker than they would the domestic 
producer, because the importer from those free-enterprise countries 
is almost restricted to port sales. 

For that reason, whenever the Russian potash comes in and takes a 
cargo or booking away from a port manufacturer, he is first taking it 
away from 1 of these 3 countries. 

Mr. Horven. Then, it is your contention that we have ample sup- 
plies in this country and the free countries to meet the domestic needs 
without importation from the countries behind the Iron Curtain, is 
that right? 

Mr. Perirr. Yes, sir, very definitely. 

Mr. Harvey. | believe you named three countries particularly 
that have been supplying us with potash in Western Europe. What 
are those? 

ir. Pevrirr. They are Western Germany—that is, the British and 
American zones—France, and Spain. 

Mr. Harvey. Do you have any estimate as to the amount of im- 
ports that have been coming in from those countries? 

Mr. Perrrr. Yes, sir. I think I have those figures here. How far 
back would you like to go just recent vears? 

Mr. Harvey. The period 1951 to 1952 which we have been discuss- 
ing 

Mr. Perirr. In terms of K,O in 1950, there were 24,237 tons of 
potash which came from Russia and Poland. We do not know how 
much came from each but the combined shipments came from Poland. 

From East Germany, 40,952; from West Germany, 53,080; from 
France, 40,391 tons; from Spain, 29,400 tons; or a total of 188,061 
tons 

In 1951, Russia and Poland were 5,760 tons; East Germany, 92,184 
tons; West Germany, 105,321 tons; France, 41,821 tons; Spain, 
56,743 tons; a total of 299,829 tons. 

In 1952, apparently Russian and Polish shipments disappeared. 
East Germany supplied 54,617 tons; West Germany, 50,593 tons; 
France, 48,063 tons; Spain, 26,015 tons; a total of 179,288 tons. 

Mr. Harvey. And you are sure in your own mind that this potash 
that your records show as coming from West Germany, France, and 
Spain, was not actually of East German or Russian origination? 

Mr. Prerirr. We are quite sure of that, I think; ves, sir. Inci- 
dentally, these figures are from the Department of Commerce and 
census figures—these import figures. 

You may have a copy of this, if you like. 

Mr. Harvey. Percentagewise, you would say that the importation 
of the East German potash, in proportion to the total production in 
the United States, is relatively small, so that it is not the amount 
that is of concern to the industry as it is the dumping process by 
which it is being distributed here in this country. 

Mr. Perrrr. That is precisely correct; ves, sir. It is the threat 
that we are addressing ourselves to—not the volume. 

Mr. Harvey. Mr. Petitt, I think it should be made clear on the 
record how you know that these materials are actually coming out of 
Russia or Russian-dominated territory. What is the source of your 
information? 
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Mr. Petrrr. It has been acknowledged by the sellers. the representa- 
tives in this country, that it does come from East Germany in a 
number of instances. 

Mr. Anernetuy. Do purchasers have any information about that? 

Mr. Petirr. Sometimes I have heard, Mr. Abernethy, that it 
has been misrepresented by failure to state where it comes from. 
They say it comes from Hamburg, which is a free port as | understand 
it, and a West German Zone. 

Mr. Anerneruy. Is the material originating principally from the 
port of Hamburg? 

Mr. Perirr. It isnot originating; no, sir. 

Mr. Anernetuy. I mean as far as transportation is concerned. 

Mr. Petirr. That is where the transfer takes place, where it gets 
onto a deep-bottom vessel to come across the ocean. It is barged 
from the interior or freighted in by some means from the mines to 
Hamburg and is transshipped there, and some of it, unless you explore 
it quite carefully, might be vaguely misrepresented. 

Mr. Anernetuy. Mr. Hoeven has just brought to my attention an 
interesting figure showing that 108,234 tons were imported from East 
Germany in 1952. What is the source of that figure, or are these 
your figures? 

Mr. Petirr. Yes, sir. Mr. Abernethy, I would like to explain that 
when those figures were prepared for that memorandum, they were in 
tons of salts. They were the only figures that we had. The state- 
ment I have just given to the Secretary confirming the figures that I 
gave to Mr. Harvey are in terms of salts, checking with those figures, 
and are also interpolated in terms of tons of K,O which are the figures 
that I have geen giving throughout the entire statement to avoid any 
confusion. 

Mr. AperNETHY. When this material reaches the “sso ferme is it 
eventually used for? Is it going principally for fertilizer, or is it used 
for other purposes? 

Mr. Perirr. I would say that the imported material all goes into 
fertilizer. 

Mr. Anprnetuy. How does the cost of a bag of fertilizer, made 
with Russian potash—that is, this potash about which you are 
testifving—compare with the cost of a bag of fertilizer made with 
potash produced from the mines in New Mexico, or any other domestic 
potash? 

Is there any difference in the price? 

Mr. Perirr. It depends on what year you refer to. If you had 
been talking about Jast year or 1951 or 1950 it would have materially 
added to the cost of the fertilizer. 

Mr. ABERNETHY. Js it being used as a means of price-cutting or 
I will not say throat-cutting but I could almost say that—under- 
cutting a reasonable price of the material produced in this country? 

Mr. Perirr. It could at these prices; yes, sir. I do not know any- 
thing about the fertilizer prices because I am not in the fertilizer 
business. 

1 am in the mixed-fertilizer business. But it certainly could. 
For example, the thing that makes this look all the more like a plot 
and a threat is that in the one sale I know of this year, the one cargo, 
the approach has been to people on either side of another smaller 
independent competitor who is sort of in the squeeze, and say “ Well, 
now this fellow has bought some potash and this fellow has bought 
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some potash and you are in the middle and he is going to save $9 
or $10 a ton on it. Can you stand that?’ And he cannot. 

That is the threat we are concerned about. 

Mr. ABERNETHY. Even though it might be cheaper, I cannot con- 
ceive of any patriotic American citizen knowingly buying Communist 
goods which in turn puts dollars into the hands of the Russian treasury, 
if they have a treasury, and which in turn puts materials of war in the 
hands of some of their own Communist associates. 

Maybe I am speaking a little too strongly on that, but that is my 
feeling about it , ; 

Mr. Perrrr. I certainly agree with you. I feel strongly, too. 

Mr. Anerneruy. As | understand your statement, vour position 
and the position of the other companies for whom you speak, you are 
not complaining about imports from, as Mr. Hoeven said, other coun- 
tries of the free world. 

Your complaint is only directed to that portion of the potash which 
is imported from the Communist-dominated area. 

Mr. Perirr. That is exactly right. 

Mr. Aperneruy. That is as far as you go in this statement? 

Mr. Perirr. Yes, sir. 

Mr. AnerRNETHY. Someone has passed a question up here that I 
would like to read. I understand it has come from a farmer [reading]: 


As a matter of principle, are you opposed to trade with Germany? 


I do not know which side of Germany he is talking about. 

Mr. Perirr. I did not get the first part of it, Mr. Abernethy. 

Mr. ABERNETHY (reading): 

As a matter of principle, are you opposed to trade with Germany which 
strengthens us relative to them? 

The source of that question did not reveal what portion of Germany 
he was talking about; so I guess he had reference to West Germany. 

Suppose we insert West Germany and read it again. 

As a matter of principle, are you opposed to trade with West Germany, which 
strengthens us relative to them? 

Mr. Perirr. I do not know that I follow the true line of the question. 

Mr. ABERNETHY. I think what he means to say is: Are you opposed 
to the importation of potash from West Germany? I think that is 
what he is trying to say. 

Mr. Perirr. No, sir. We recognize that we must meet competition 
from whatever source it comes, as long as it is legitimate free-enterprise 
competition. We do not think we should be asked or forced to com- 
pete with monopolistic competition where costs are not a factor and 
are demonstrated to be not a factor by the prices that are being paid. 

Mr. Anerneruy. It has been brought to my attention that sulfate 
of ammonia has also been brought in in recent months from Com- 
munist-dominated areas. Do you know anything about that? 

Mr. Perirr. I have heard of it, but I have been quite busy knitting 
my own shawl. 

“Mr. ABERNETHY. If sulfate of ammonia is coming in, am I correct 
in assuming that probably large quantities of other materials useful 
for the fertilizer and chemical industry and other industries in this 
country are coming in from the Communist-dominated areas? 

Mr. Perirt. It is entirely possible; yes, sir. I should think it could 
be part of the same plot, probably. 
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: Mr. ABERNETHY. You mentioned the fact that the price of the 
Russian potash purported to be selling on the east coast is selling 
below your cost of production? Will you enlighten us just a little 
further on that? 

Mr. Pretirr. The price of potash—this one cargo that I know of 
that has been sold at Boston, figured out on a basis of 60 units of 
K.O, which is the normal unit of potash, high grade—figured about 
$29.75 per ton. 

My company cannot produce potash at Carlsbad and pay a freight 
of $17.03 a ton, which is the freight from Carlsbad to Boston, and meet 
that competition even if we sell at cost. 

We cannot do it without going way down deep in the hole. In 
other words, the cost of production, plus freight to Boston from 
Carlsbad, will not anywhere near meet this $29.75 price. 

Mr. ABERNETHY. By the way, since you mentioned freight, is it 
true that we have a number of vessels leaving American ports with 
large supplies of American goods under the Marshall plan and other 
foreign aid programs and they more or less return to the States without 
cargo? 

Mr. Perrrr. That is true. 

Mr. ABerNerHy. And they are hauling on the return some quan- 
tities of materials at very low freight rates just in order to ballast 
the ships? 

Mr. Perirr. That is right. As a matter of fact, we all know that 
this country is shipping huge quantities of war material to the NATO 
countries. Every ship going in that direction is loaded, and they can 
demand high rates. 

Coming back, many of them have to come back empty, and in 
order to have a load of ballast of some kind they will pick up a bulk 
cargo of materials like potash and bring it back—my understanding 
is that they are bringing it back for less than $3.50 a ton. 

It costs us about $10 a ton to get it from the Near East port to Carls- 
bad. Unfortunately, you cannot produce potash anywhere you would 
like to produce it. You have to get it where the good Lord put it in the 
ground, and that happens to be in the ( ‘arlsbad area as far as this 
country is concerned, as far as we know now, and that rate factor is a 
very important factor. 

Mr. Aperneruy. Of course, the Government more or less finds 
itself offering a means of further competition with you people inasmuch 
as these vessels which are hauling American goods to Europe can come 
back with a cargo of potash or something e Ise at very low freight rates, 

Mr. Perirr. Yes, sir. By the same token, if we wanted to ship 
a cargo back across the other way, it would cost us probably $10 or 
$12 a ton; and, furthermore, we cannot compete with those fellows 
in their countries because they embargo potash. 

Mr. ABerneruy. You mean we cannot ship potash into Europe? 

Mr. Petirr. We cannot to some markets in Europe, no, sir. You 
cannot go in behind the [ron Curtain with it or you cannot go into 
France with it. 

Mr. ABERNETHY. Who owns these mines in New Mexico? 

Mr. Perirr. They belong to the American public. 

Mr. Anernetay. Public lands? 

Mr. Petrrrr. Oh, the lands? 
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Mr. Anernetruy. The lands are all leased from the Government? 

Mr. Perrrr. Not all of them. Some are State of New Mexico and 
the others are Federal lands and they are operated under lease. 

Mr. Apernetuy. The Government and the State of New Mexico 
have a stake in this picture? 

Mr. Perirr. A very big stake; ves, sir. 

Mr. Anernetuy. Another thing that occurs to me: Each year 
and I presume they have done the same thing this vear—the Depart- 
ment of Agriculture has fixed the production goals for the manufac- 
ture of fertilizer of various and sundry kinds. I imagine they have 
been established for potash, have they not? 

Mr. Perirr. That is right. 

Mr. Anernetuy. And those goals have had an upward trend, too? 

Mr. Perirr. Yes, sir. 

Mr. Anernetny. Is it fair to say that the potash producers for 
whom you speak have made extraordinary efforts to meet the pro- 
duction goals established by the Department of Agriculture? 

Mr. Perirr. Yes, sir. 

Mr. Anernetuy. Which in the end were for the benefit of the 
American farmer and the American consumer? 

Mr. Pertirr. That is right 

Mr. Anernetuy. Have you met the goals? 

Mr. Perirr. We think we have substantially met them. The big 
goal is addressed to the year 1955, and that goal, as I made the state- 
ment in my presentation to you gentlemen, is about 50 percent above 
the consumption figures for 1951 \s a matter of fact, I think the 
goal for 1955 is 200,185 tons of K,O. 

The Department estimates that this year American production will 
probably amount to 1,622,000 tons, and indications are, from the 
expansion that is going on in the various units at Carlsbad, that 
probably within another year that figure will be up to 1,900,000 tons 
or better. 

Mr. Anerneruy. I have one other question, Mr. Petitt. You 
raised a question in your statement about labeling as required by the 
statutes of the United States. [I am not familiar with those statutes. 
Have vou conferred with the Federal Trade Commission about that? 

Mr. Petirr. Yes, sir; we have. 

Mr. Anernetuy. When you say labeling, is it your opinion that 
any merchandise manufactured from potash, we will say, coming 
from Germany or Russia or some other place, that that must appear 
on the bag, is that what vou mean? 

Mr. Perrrr. Mr. Abernethy, I would like, if I may, to call upon Mr. 
Childs, if he is present. Mr. Childs is one of the gentlemen who has 
contacted the Federal Trade Commission and the Treasury Depart- 
ment and he represents incidentally, Mr. Chairman—lI will not say 
“vice president’? because I do not know that that is true—but he 
represents Southwest Potash Co 

Mr. Hoeven. Mr. Childs, would vou like to answer that question? 

Mr. Cuitps. Yes: briefly. The Federal Trade Commission statute 
provides that the foreign origin of any materials brought into this 
country should be indicated if at all possible on the label or some 
other marking of the article brought in 

In my brief discussion with the staff at the Federal Trade Com- 
mission, they said it was not at all certain in this case whether mate- 
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rials brought in in bulk and later bagged along with other materials, 
that it would be necessary to carry the label that this bag bears 
potash that came from East Germany. 

They said the question was open and they would have to reserve 
judgment on the matter. 

Mr. Anernetuy. If I understand, then, if it was clearly shown 
that these materials were coming from communist-dominated areas 
and they were used in mixed goods in this country or in any other 
capacity, that the package in which they were encased would have to 
be so labeled. 

Mr. Cuarues. No. That is not clear. The Commission has never 
had a case like this where the goods brought in are mixed with other 
goods which are produced here. The products brought in, for example, 
from East Germany would be mixed often with potash produced in 
Carlsbad or brought from some other source 

That product would then be mixed with other elements and the 
mixing would then be put into a bag and that bag would be sold to 
the farmers. 

The statute says this, that the indicated origin of the imported 
materials must be on the article as finally delivered to the consumer, 
so there is a possibility, but because the Commission has never ruled 
on it before there is no certainty, there is the possibility that the 
ultimate bag might have to bear just such a label, but they never 
ruled on it and they gave this opinion very informally because we did 
not ask for any action. 

Mr. ABERNETHY. | think that is all. 

Mr. Horven. We have with us Representative Herlong from 
Florida, who would like to ask a question. 

Mr. Heruiona. I was very interested, Mr. Chairman, in the state- 
ment made by Mr. Harvey with reference to the total percentage of 
imports of potash that came in from East Germany. 

| believe the figures you gave show that it was relatively a drop in 
the bucket so far as quantity is concerned, 

Mr. Perirr. That is correct. 

Mr. Heritone. And even a smaller drop when added together with 
the New Mexican potash? 

Mr. Perirr. That is right. 

Mr. Hrertone. And it is sold right now at a considerably lower 
price. Would that small amount have any appreciable effect, even 
though it is dumped in this country, would it have any effect at all on 
the price of mixed fertilizer sold to the consumer? 

Mr. Perirr. Not to all mixed fertilizers, Mr. Herlong. I think it 
could or could not in the area in which this particular cargo has been 
sold. 

Mr. Hertona. It is more or less a hammer over the head of the 
man who is in the mixed-fertilizer business? 

Mr. Petirr. That is right, and it is the threat, as I said in the 
statement. We are addressing ourselves not to the volume at the 
moment but the threat that is imposed by those first sales. 

Mr. Hertone. When this comes into the United States, how are 
these people paid for it—in dollars? 

Mr. Pertirr. I presume so; yes, sir. I have been told so. 

Mr. Hertona. I just wondered if it was a trade proposition or if 
it was paid in dollars? 
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Mr. Perirr. It possibly could be trade. I do not know. I am 
not familiar with all of the details, but I do know—excuse me, Mr. 
Hoeven, did you want to interrupt? 

Mr. Horven. I only want to say that I was advised this morning 
that some of this potash is being traded for cheap tobacco. Have 
you heard of that? 

Mr. Perrrr. | have heard of that but, gentlemen, I do not see much 
difference in crippling an industry whether trade in tobacco is involved 
or whether it is dollars. If it ultimately means that the price goes 
below cost then to us it makes no difference whether it is trade in to- 
bacco that is involved or trade in snuff or something else, if you are 
going to keep the potash industry in business. 

Mr. Harvey. Along that line of the importation of potash, do you 
have information as to what the imports of potash from West Germany 
or France or Spain is selling for here? In other words, is it selling at 
the same price as your own producers here are selling or is it selling at 
a lower price? 

Mr. Perrrr. It has been selling at about the same price. I think in 
some instances it figures a little higher; in some cases it figures a little 
lower, depending on the ports and the conditions of handling at the 
ports. 

Mr. Harvey. In other words, the imports from the free countries 
have not been in the nature of a dumping proposition? 

Mr. Perirr. No, sir, it has not. 

Mr. Harvey. One other question that I would like to ask which is 
with regard to the known future resources of potash in the areas where 
it is now being produced. 

Could the defense be made of importing, even in view of the circum- 
stances you have set forth, could this be defended on the ground that 
our future resources of potash are likely to be so limited that we should 
be limiting our annual production for that reason? 

Mr. Perirr. No, sir. I do not believe anything of that nature 
would be prefaced on good, sound judgment. The reserves are 
constantly being expanded. Witness 2 new producers that have 
come into being in the last 2 years with entirely new ore bodies, and 
there are known ore bodies east of the Carlsbad area which are being 
developed and undoubtedly new producers will be in there. 

I do not think there is any basis for it. New substantial deposits 
are indicated in Canada. I do not think there is any good reason 
for it at all. 

Mr. Hertone. Mr. Petitt, you said that the potash industry, 
including yours, is able to supply the demand. It is a fact, also, 
that your industry is young and the production potential is such that 
it can continue to supply even an expanded demand as the years go by, 
for many years? 

Mr. Petirr. It certainly can; ves, sir. 

Mr. McIntire. You made reference, Mr. Petitt, in your statement, 
to the cargo possibly already arrived in North Carolina. I have just 
one question. To the best information that you have, are these 
imports based on firm orders before shipment or are they shipped 
in here on something of a consignment basis and then the price 
established at the time of arrival? 

Mr. Perrrr. It is both. As I understand it, something of it is 
contracted for before it ever leaves the other side. There are stocks 
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placed in port warehouses upon which withdrawals can be made on a 
spot basis as we call it. 

Mr. McIntire. Then on those firm orders from European ports, 
the importer here is fully cognizant with whom he is dealing; is he not? 

Mr. Perirr. Yes, sir. 

Mr. McIntire. And it is not in any way a transaction of which he 
does not know something as to the origin? 

Mr. Perirr. That is right. 

Mr. McIntire. That is all. 

Mr. Horven. Any other questions, gentlemen? 

(No response. ) 

Mr. Hoeven. Thank you, Mr. Petitt. 

The next witness will be Representative Dempsey of New Mexico. 
Mr. Dempsey has some other engagements and we are taking him 
out of order. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. Mr. Chairman and gentlemen, I am very pleased 
that you have given me this opportunity to appear before you and | 
want to call your attention to some of the things that I personally 
know about and some that are rumored that I do not know so much 
about. 

I could not tell you of my own knowledge where the foreign potash 
comes from but I am reliably advised that that coming from France, 
Spain, or West Germany, does not compare with our potash under any 
conditions. Of course, what comes from East Germany comes from 
the Kaiser Otis mine which is the largest mine of potash in the world. 

In Carlsbad, N. Mex. we have what we believe to be an almost 
unlimited supply of potash. The areas explored until recently were 
rather restricted, but finally got up to 20,000 acres. Now they have 
been increased to 50,000 acres but the thing that causes me some 
concern is that while there is a small amount of potash coming in, 
comparatively, from East Germany at the present time, there is 
nothing that could stop a great deal from coming in unless it is your 
committee. I want to call your attention to the fact that royalties 
and taxes from the potash companies, and they are paying 5 percent 
royalties, runs more than $8 million to the Federal ‘Treasury and the 
State each year. That is not income tax, that is royalty, 5 percent. 
So if that is 5 percent, 100 percent would be about $160 million of 
business a year. 

The employees at Carlsbad are probably the highest paid miners 
in the world. The average per man, per employee, is slightly less 
than $5,000 a year, and that does not include fringe benefits such as 
hospitalization or medical. ‘To have an industry of that kind ham- 
pered, I think, would be quite a reflection upon us Americans who be- 
lieve in America. There are no employees any place on earth except 
in America that would have any such salaries as 1 am quoting you 
now, and we want that to continue down there. 

The city of Carlsbad is one of the most rapid growing and most 
progressive cities in the United States, and it is largely because of this 
industry. I think that when the industry can supply the demands of 
this country it does seem that they should take from there first, recog- 
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nizing whatever we wish to do for some of the free countries in Europe, 
but it would be my impression that there isno Member of the Congress 
of the United States who would tolerate any materials coming in from 
the Iron Curtain section of the world who not only—it is a question of 


whether they would pay anything or not to those who are emploved; 
they may give them a little food now and then to keep them going 

but it is a competition which is quite unfair compared to our practice 
in the United States, and Lam here because I feel that this thing may 


get worse before it gets better unless we recognize the seriousness of 
it and at least put on notice these countries from which we do not 
desire this mi terial coming in here 

Phat is all | have to say to you gentlemen about this. Practically 
all the land involved is either Federal or State, and the potash com- 
panies pay taxes and royalties for extracting that material from the 
earth; they pay 5-percent royalties, which with taxes runs about $8 
million annually to the Federal Treasury largely, and a small amount 
to the State of New Mexico 

Mr. Horven. Mr. Dempsey, what is the practical solution of our 
particular problem? Is it building up public opinion against this 
kind of thing, or legislative action, or what do you suggest? 

Mr. Dempsry. Mr. Chairman, I would not suggest legislative 
action. Ido not think that would be necessary, but I do think that 
the State Department and others concerned with problems of this 
kind should be alert to what is going on, and if they feel—I am not 
sure how they feel; that is one department | know very little about 
but if they feel, as we other Americans do, that we are not desirous 
of putting dollars in the pockets of the lron Curtain countries, then 
they should stop this 

Mr. Horven. Of course, you appreciate the fact that we have 
been confronted with that problem for several years? 

Mr. Dempsry. Absolutely. 

Mr. Horven. Public opinion and the Congress have been very 
much opposed to trading with the enemy. 

Mr. Dempsey. That is right, but 1 think it could reach a point 
where legislation would be necessary, but first I believe we could 
approach it from another angle. 

Mr. Harvey. I want to say, with respect to my colleague from 
New Mexico, that I concur wholeheartedly in his estimate of the 
problem with regard to dealing with the enemy. I think it is a very 
unwise program for our Government to condone. There has been a 
great deal of discussion recently with regard to the issue of trade, not 
aid, and this would be particularly pertinent with regard to potash 
coming from Western Germany and France and Spain; and it has 
been my belief for some time that in a “trade, not aid’ program, 
worth while as it may be, we must still give primary consideration 
to our own domestic production. 

Do vou think, in this instance, using this as a case in point, that 
in order to assist Western Europe in balancing the budget we should 
make concessions and encouragements to Western Europe to ship 
greater amounts of potash to this country? 

Mr. Dempsey. I will say to my colleague: if we have not balanced 
the budget by giving them dollars, and if we could stop giving them 
dollars, | would not be averse to giving them a little more trade, but 
I have heard these mottoes that they have: “Trade, not aid,’ and I 
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have heard the speeches made about ‘Guns, not men,’’ but in the 
final analysis everything we have they want. 

Mr. Horven. In the last analysis it means the American dollar 
taken from the American taxpayer? 

Mr. Dempsey. It means the American dollar, and they have had 
it so often now and so much of it that they look upon the American 
dollar as a certain equity belonging to them. The situation is not at 
all pleasant for me to contemplate. 

I understand that there is a big hubbub about cutting taxes here 
at home, but we are cutting them abroad because of the dollars we 
are sending over there, and it does seem to me that there ought to 
be plenty of time to balance our own a little bit before doing it else- 
where. I believe in charity, but I believe it should begin at home 

Mr. AnerNetuy. I find myself in such complete accord I will 
waive any questions. 

Mr. Betcuer. | flnd myself in complete agreement with the state- 
ments my colleague has made, and I think certainly we should pro- 
tect our American markets, and most certainly we should protect our 
American markets against communism. I know last year I got into 
quite a controversy with Great Britain because they bought wheat from 
Russia, and certainly | would not be in favor of the United States 
doing something | am not in favor of Britain doing. 

Mr. Potx. I am just wondering if you have made any investiga- 
tion as to whether there has been any effort by the State Department 
or the Department of Commerce representatives in the United States 
to stop this practice at the port of Hamburg? 

Mr. Dempsey. Mr. Congressman, I have had reports about five 
different companies in the potash industry; they have not requested 
that I pursue it to the State Department. They have asked that | 
appear here and have a statement delivered to you gentlemen. I 
have not consulted the State Department about the situation | 
have had a little experience with the State Department on. foreign 
policy, but it was not entirely satisfactory. 

Mr. Pouk. I was thinking that this is something that could be 
controlled at the port of Hamburg. 

Mr. Dempsey. I do not think there is any question about it. It 
can be and it should be. 

Mr. Pouk. It looks like somebody has been ly ing down on the job 
in permitting this. 

Mr. Dempsey. If I can be of any assistance to your committee, 
which is a very able committee, I would be very happy, but | think it 
is going to take some recognition by the committee and be brought to 
the attention of the State Department before very much can be done 
about. it. 

Mr. Poxx. | think you have made a fine statement and I agree with 
it. 

Mr. Dempsey. Thank you very much. 

Mr. Horven. Thank vou for a fine statement. 

Representative Fernandez, do you have a statement? 


STATEMENT OF HON. A. M. FERNANDEZ, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Fernanpez. Mr. Chairman and members of the committee, 
my name is A. M. Fernandez. I am one of the two Representatives 
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at large from New Mexico, and I appreciate this opportunity to appear 
before vou 

The State of New Mexico produces approximately 90 percent of the 
potash consumed in the United States and consequently I am con- 
cerned . these reports that Russian-controlled potash is being dumped 
or may be dumped, in this country. 

l am concerned that there may be a repetition of what occurred after 
the First World War. This country let a young and growing potash 
industry almost die out after World War I. At the end of that war, 
we renewed our trade with Germany, and German imports virtually 
put an end to the potash industry in the United States. 

Of course, at that time it was not as well developed as it is now. 
Now, after World War II, we find our domestic industry again 
threatened, this time reportedly by cut-rate imports from the Russian- 
controlled countries. Surely, we cannot countenance a situation 
which could seriously disrupt our own potash industry. It would be 
dangerous for the Nation as a whole and disastrous for my State of 
New Mexico. 

The potash industry is the largest mining operation in New Mexico, 
copper being second. New Mexico gets more revenue from potash 
than from any other source, except agriculture and oil. 

There are approximately 3,700 workmen employed in the New 


Mexico potash industry. The payroll is approximately $20 million 
a year. 

As of October 1952, there were some 3,600 employees in the potash 
industry. It is a healthy and it is a growing industry to which New 


Mexico _— with great expectations. The number of workers 
employed by the New Mexico potash companies increased by about 
230 percent from July 1939 to June 1952. The October 1952 total 
of 3,605 workers was 12 percent above the October 1950 employment 
of 3,220 workers. Average weekly wages increased 178 percent from 
1939 to 1952. The weekly average of $95 in the first quarter of 
1952 was 8 percent above the average of $88.34 per worker for the 
first quarter of 1951. 

The total payroll of all companies in the first quarter of 1952 was 
$4,103,728, averaging $1,367,900 per month. By September 1952, 
this pay roll had reached approximately $1,700, 000 per month. The 
addition of two new companies and expanded production in the older 
ones account for this rise, and these figures that I have been giving 
you have been taken from the Federal Reserve Bank of Dallas, Tex., 
and from a statement of the Research Division of New Mexico. There 
are no seasonal factors which affect employment in the potash indus- 
tries, and labor turnover is very small. 

Potash companies currently are paying the highest wages in the 
mining industry. Wages are about 40 percent of total cost and 
nearly 58 percent of the variable costs of production. Total value of 
the product of the New Mexico potash companies in 1951 was $38 
million. 

Current replacement costs of mines and refineries is above $75 
million. Of the total of approximately 10,000 workers in the Carlsbad 
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area, the potash companies employ about 33 percent. Of an approxi- 
mate monthly payroll of $2 million in the immediate Carlsbad area, 
the potash companies provide over 75 percent. The potash companies 
are Eddy County’s major source of revenue. Of a total assessed 
county evaluation of $69,210,600 in 1952, the potash companies were 
assessed $27.977.503. or about 40 percent of the total. 

There are approximately 15,000 workers in the county, with the 
potash companies accounting for more than 20 percent of the number. 
Of the 13,000 workers in Eddy County who are covered by the New 
Mexico unemployment compensation law, the potash companies 
supply more than 25 percent. In terms of State and local taxes paid 
in Eddy County, the potash companies are paying 35 percent of all 
such taxes. 

Thirty-seven and one-half percent of the Federal royalty payments 
are returned to New Mexico for use in our State school and highway 
funds, and the State itself receives considerable sums in direct royalty 
and lease payments from the potash companies on State lands. 

Furthermore, potash company payments of State severence and 
school—sales—taxes also make large contributions to the New Mexico 
tax receipts. 

As stated by the Congressman a little while ago the five potash 
companies are now making State and Federal tax and _ royalty 
payments in excess of $8,000,000 a year. Carlsbad potash companies 
paid 48.6 percent of all taxes assessed in the Carlsbad school district 
last year and paid approximately 50 percent of all taxes assessed in 
the Loving School District. 

Representatives of the industry are here to testify, and I hope this 
committee goes thoroughly into the problem, so that there will be 
no repetition of what occurred after the First World War, and so that 
the millions of dollars invested in potash mining and refining by both 
Government and industry will not be dissipated and destroyed. 

As was brought out by Congressman Abernethy a little while ago 
the State and Federal Government have quite a stake in the potash 
operations in New Mexico in land in addition to investments in the 
company. 

Mr. Petitt made the point that the free industry cannot only supply 
the present demand but that its production potential is such that the 
free industry including that in New Mexico can continue to supply 
the expanded demands here for vears to come. On the other hand, if 
in the next few years New Mexico producers were forced to suspend, 
it is obvious that foreign countries would not be able to and could not 
supplv the demand, at least at that cut-throat rate, and it must be 
remembered that these big plants cannot be built in a little while. 
They take a long time. 

Therefore, I think it is incumbent upon us to find ways and means 
to protect those plants on which millions of dollars have already been 
invested, not only by industry but by the Government. 

Thank you very much, Mr. Chairman. 

Mr. Hoeven. Thank you, Mr. Fernandez. 
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STATEMENT OF L. B. TAYLOR, DIRECTOR, OFFICE OF MATERIALS 
AND FACILITIES, PRODUCTION AND MARKETING ADMINISTRA- 
TION, UNITED STATES DEPARTMENT OF AGRICULTURE, ACCOM- 
PANIED BY L. G. PORTER, HEAD OF THE FERTILIZER DIVISION, 
OFFICE OF MATERIALS AND FACILITIES, PRODUCTION AND 
MARKETING ADMINISTRATION, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Hoeven. We will next hear from the Office of Materials and 
Facilities of the Department of Agriculture. Mr. Taylor and Mr. 
Porter are both here. 

Do you gentlemen want to appear together or separately ? 

Mr. Taytor. We will appear together 

Lam L. B. Taylor, Direétor of the Office of Materials and Facilities 
of the Department of Agriculture. Mr. L. G. Porter is head of the 
Fertilizer Division of the Office of Materials and Facilities. 

Mr. Horven. Do you have a prepared statement? 

Mr. Taytor. I have just a short one, Mr. Chairman. Inasmuch as 
potash is one of the three primary plant nutrients, the availability of 
potassium-bearing materials in forms suitable for use as fertilizer 
naturally has been of considerable interest to the Department of 
Agriculture. 

lt became apparent, as a result of studies conducted in 1951 by the 
Department and the land-grant colleges that the domestic production 
of commercial fertilizers would need to be stepped up considerably in 
the vears just ahead if food and fiber production were to keep apace 
with growing demands. As a result, the Department has been 
sponsoring a program for expansion of domestic fertilizer production 
facilities. This vital need for expanding fertilizer production was 
recognized by the Defense Production Administration in the estab- 
lishment during 1952 of defense production goals for nitrogen, 
phosphate, and potash 

In the case of potash, the studies conducted by the Department 
and the land-grant colleges indicated that requirements for fertilizer 
purposes would reach about 2,185,000 tons, potassium-oxide basis, by 
the 1955 crop year. This represents an increase of 51 percent over 
agricultural use of potash during the 1951 crop year. 

The expansion goal set by the Defense Production Administration 
calls for an increase in domestic-production capacity by July 1, 1954, 
of 600,000 tons over the 1950-51 capacity. This would bring total 
domestic production capacity to about 2 million tons, potassium-oxide 
basis, by that date. 

At this time, it appears that all but a small portion of the expansion 
goal already has been completed. This new capacity plus further 
expansion in prospect is expected to fully meet the goal. Assuming 
net imports at around 200,000 tons, achievement of this expansion 
goal can be expected to provide potash supplies fully adequate to 
satisfy agricultural requirements. 

Looking beyond 1955, it is our understanding that two potash- 
production facilities in the Carlsbad, N. Mex. area, which were com- 
pleted during 1952, are designed for rapid increase in output if market 
conditions warrant. We understand that some of the older producers 
also have plans for expansion under consideration. 
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Generally speaking, potash supplies have been keeping pace with 
requirements in recent years. Domestic production has been 
increasing steadily and during 1952 was almost 3 times as great as 
10 years earlier. At the present time, it appears that total supplies 
for the 1953 crop year, stated in terms of potassium-oxide content, 
will amount to around 1,745,000 tons—an increase of more than 10 
percent above quantities available during 1951-52. This estimate, 
which is for the fiscal year ending June 30, 1953, contemplates imports 
of about 180,000 tons and exports of about 57,000 tons. 

The Bureau of the Census reports that, on a calendar-vear basis, 
imports of potash for fertiliver purposes during 1950 were 194,600 
tons, K,O basis, and during 1951 were 308,000 tons. The Depart- 
ment estimates that imports of potash were relatively small from 
1941 through 1949, ranging from a low of 3,000 tons to a high of 
26,000 tons during that period. 

That, Mr. Chairman, is a brief statement on the position of the 
Department of Agriculture regarding the potash problem. 

Mr. Horven. Then the Department of Agriculture sees no difficulty 
in the immediate future so far as the meeting of production goals is 
concerned, that is, the production of domestic potash augmented by 
some imports? 

Mr. Tayuior. Yes, that is right. 

Mr. Hoeven. In your statement you make several references to 
net imports. Do you include imports from the countries behind 
the Iron Curtain or do you not? 

Mr. Taytor. We include imports less the exports which we make 
and it has been based on what has happened and apparently some of 
those have come from behind the Iron Curtain. 

Mr. Hoeven. Do you have anything else to say? 

Mr. Tayztor. Unless you have some questions, I think that is all 

Mr. Hoeven. As I see it, gentlemen, the substance of Mr. Taylor’s 
statement is that the goals for the production of potash are being met, 
and that there is no particular problem as far as the Department of 
Agriculture sees it, at this time. Is that the position of the Depart- 
ment? 

Mr. Taytor. That is correct. We see no problem in meeting it. 

Mr. HogEVvEN. In other words, we do not need foreign imports of 
potash from the countries behind the Iron Curtain to better our 
position? 

Mr. Taytor. We will assume that, because the imports we have 
had from other countries have been sufficient and as I have stated, 
the productive facilities are being increased in the domestic industry 
and are ahead of the establishment of the goal and by 1955, with the 
prospects for increased expansion of domestic industry we feel that 
the goal will be fully met by that time. 

Mr. Asperneiuy. Mr. Tavlor, I missed your statement. I was 
called out for a minute. As I understand your statement, from the 
comments that have just been made, the potash producers of this 
country are meeting on time the goals which have been established 
by our Government for the production of potash? 

Mr. Taytor. Yes, sir, that is right. 

Mr. AnerNnetuy. And we do not need any potash from any other 
source. I am not saying necessarily that we will not let it come in 
but we do not need it. 
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Mr. Tay.or. I do not know that I would go quite that far but we 
have assumed about 200,000 tons of net imports so we might revise it 
but as I said, the expansion has been going ahead of the goal this last 
year 

Mr. Anernetuy. The goal has been fixed on the basis of domestic 
production plus a certain amount of imports, is that right? 

Mr. Tayior. That is right. 

Mr. Asernetuy. And the domestic producers are meeting the 
burdens which have been placed upon them by their Government? 

Mr. Tayztor. That is correct. 

Mr. AnerNetuy. That is all. 

Mr. Horven. Mr. Porter, do you have a statement? 

Mr. Porter. No, sir. 

Mr. Horven. Thank you, gentlemen. 


STATEMENT OF J. EDWARD ELY, CHIEF, FOREIGN TRADE 
STATISTICS DIVISION, BUREAU OF CENSUS, DEPARTMENT OF 
COMMERCE 


Mr. Horven. The next witness will be Mr. J. Edward Ely, Chief, 
Foreign Trade Statistics Division, Bureau of the Census, Department 
of Commerce. 

Do you have a prepared statement, Mr. Ely? 

Mr. Exy. I do not have a prepared statement. I merely have the 
official import statistics compiled in the Bureau of Census, Department 
of Commerce. 

Mr. Horven. Are those the figures that have already been made 
available to the committee? 

Mr. Exy. | believe they are the figures that Mr. Taylor presented. 
The earlier figures may have been on a crop year basis. The figures 
| have are on a calendar year basis. 

Mr. Horven. Do you have the tables in such shape that they can 
be inserted in the record at this point? 

Mr. Exy. I have some figures for imports of fertilizer for 1949, 
1951, and 1952. 

Mr. Horven. They may be inserted in the record at this point. 

(The document referred to above is as follows:) 


UnireEpD STATES DEPARTMENT OF COMMERCE 
BUREAU OF THE CENSUS 
Washington 25, D. C 


Unirep States IMportTs FOR CONSUMPTION OF FERTILIZERS AND FERTILIZER 
MATERIALS, CALENDAR YEARS 1949, 1951 AND 1952 


(Data include revisions made after the release of the figures for each calendar year) 


(Prepared under the supervision of J. Edward Ely, Chief, Foreign Trade Division, 
Bureau of the Census) 


Note on 1952 figures for imports from East and West Germany.—Some imports 
of potassium chloride (Schedule No. 8521000) originally reported as originating 
in West Germany were later found to have actually originated in East Germany 
and the figures shown have been corrected accordingly. No investigations have 
been made of the segregation between East and West Germany for imports of 
fertilizer materials other than potassium chloride and as far as is known the 
figures are correct as shown.) 
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United States tmports of merchandise for consumption, calendar year 1949—Con. 


Commodity description and unit of quantity, Schedule A No. and Net quan- 


country of origin tity Value 


Other pot ish fertilizer materi als, standard 
8529300 





















Germany l 1 $29 
Fertilizer concentrates, nitrogen, potash, etc., standard 
8549000 
Canada 1, 021 139, 225 
= Cz magnesium sulphate, standard 
200 
Canada 65 1, 421 
Germany 3, 508 38, 740 
Total 3, 573 1 40, 161 
es Fertilizer mixtures, prepared, standard 
8559300 
Canada-.-. 34, 004 11, 817, 445 
Peat moss, fertilizer grade, standard 
400 
Canada 48, 162 1, 651, 913 
Sweden 367 17, 541 
Norway 2 51 
Denmark 1, 145 31, 909 
United Kingdom M4 1, 840 
Ireland 2. 800 112, 545 
Netherlands 5, 894 154, 503 
Belgium 55 
Germany 5, 306 
Poland 2, 735 
Total 66, 550 1 2, 213, 458 
Fertilizer substances, not elsewhere specified, standard 
8559900: % 
Canada 4 
Mexico 
Cuba 
Sweden.-.. 7 
United Kingdom 11, 412 
Netherlands 3, 291 
Germany 7,075 
India 1, 120 
Australia 6 11,425 
Total... 5, 243 1 77, 030 
i Imports from each country are less $10,000. 
! Figures for 8509800 may include some imports which should properly have been included in 8501500. 
The 1951 and 1952 data have been corrected for this error in classification 
3 Figures for 8559900 may include some imports which should properly have been included in 8506000. 
The 1951 and 1962 data have been corrected for this error in classification 
° 4 There is the possibility that the classification ‘‘Fish scrap and fishmeal for fertilizer’? (Schedule A 
No. 8509700) may actually include some “‘ Fishmeal for feed’’ (Schedule A No. 0976000). 
United States imports of merchandise for consumption, calendar year 1951 


Commodity description and unit of quantity, Schedule A No. and Net quan- Value 
country of origin tity an 


Ammonium sulfate, standard 


8500000 
Canada ‘ ‘“ 56, 465 $6, 613, 751 
United Kingdom 67 4. 608 
Netherlands ; . 6,614 302, 580 
Belgium 40, 016 1, 898, 108 
Germany i : i 12, 944 672, 194 
216, 106 9, 491, 241 

Ammonium nitrate and mixtures, under 20 percent nitrogen, standard 

8501100 
Canada i 359 21, 378 
Germany ‘ ‘ 2 136 
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Ar t 4 
Denmark 
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Germany 
Tea] 
Atal 
N N 41a l 
Sodium nitrat tandard 


Canada 
( ‘ 
France 
Germany 
Poland 


specified, standard: 
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Sw land 
Italy 
Japan 


Ammonium phosphates for fertilizer, standard 
R509000 
Canada . 
Netherlands 
Belzium 
France 


Germany 
Switzerland 
Italy 
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64, 167 
t 72t 
06 
OY 
68, 231 


44 
109 





ROK 


156 
4,670 
136 
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United States imports of merchandise for consumption, calendar year 1951—C« 
) ] yi 


Commodity description and unit of quantity, Scheduk 
country of origin 


Castor-bean pomace, standard: 
8509100 
Canada 
Paraguay 
Argentina 
United Kingdom 
Netherlands 
, Be[gium 
Germany 


Animal manures, standard: 
8509200: 
Canada 
Argentina 
United Kingdom 
Germany 
Portugal 


Tankage, standard 
8509600 
Canada 
Mexico 
Uruguay 
Argentina 
New Zealand 


Total 


Fish scrap and fish meal, standard 
8509700 
Canada 
Mexico 
Peru 
Chile 
Uruguay 
Argentina 
Iceland 
Norway 
French Morocco 
Gold Coast 
Angola 
Union of South Africa 


Total 


Nitrogenous material, not elsewhere specified, standard 
8509800 

Canada ‘ i 
e Mexico 

Cuba 

Brazil 

Uruguay 

Argentina 

United Kingdom 

Netherlands 
. Belgium 

Germany 

Czechoslovakia 

Switzerland 

Rumania 

Egypt 

Madagascar 


Total 


Animal carbon for fertilizer, standard 
8511100 
Canada 
United Kingdom 
Belgium 
Egypt 


Total 


See footnotes at end of table, p. 29. 
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United States imports of merchandise for cons implion, calendar year 1951 Con. 
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69 


110 


179 
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102, 618 
1, 780 
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144 
340 

1, 102 
11, 957 
54, 309 
320, 392 
9,815 
94, 57% 





492, 632 


1, 600 
2, 898 
48, 597 
1, 940 


55, 035 


$3, 468 
232, 414 
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73, 535 
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8, 929 


10, 739 
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1, 608 
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1, 437, 936 
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imports of merchandise for consumption, calendar year 1952 





lity d pti al , schedule A No. and Net quan- Value 
( tity 
Ammor 1 sulfate, standard 
R5000K 
Canada 191, 961 $8, 856, 046 
{ i Ki 0 14, 827 709, 997 
N s 275 12, 088 
8, 657 428, 064 
Western Germany 16, 177 820, 630 
Eastern Germany ; 6, 166 275, 001 
238, 063 11, 102, 726 
Ammonium nitrate and mixtures, under 20 percent nitrogen, standard 
R501 10K 
Canada 624 41, 653 
Ammoniu rate and mixtures, over 20 percent nitrogen, standard 
850 " 
Canada 242, 810 15, 869, 706 
Netherlands 100, 364 5, 131, 564 
Weste Grerma 44, 147 2, 185, 011 
Austria . 72, 384 3, 380, 484 
459, 705 26, 566, 765 
( & T cyanam € st and ard 
B50 20K 
Canada 94, 954 5, 403, 969 
Weste Ger any 1, 241 57, 697 
96, 195 5, 461, 666 
Cal l trate, star 4 
ROS 
N wa 34, 266 1, 275, 886 
1) k 200 11, 400 
Netherlar 5, 000 203, 485 
39, 466 1, 490, 77 
Gua sta ‘ 
RE iM 
Cuba l 23 
I 20 700 
Pe 44 4,918 


Dried blood, not elsew! 
850500 
, ada 
Mex 
Panama 
{ ba 
Arg na 
Dy ark 
Netherlands 


‘ way 
Denmark 





Belgiuwn 


France 


Western Germany 


Switzerland -_- 
Italy 
Japan... 








65 5, 641 
ere spe fied, star ard 
1, 061 227, 280 
312 20, 464 
90 6, 314 
189 18, 043 
77 9, 466 
489 133, 697 
472 119, 019 
2, 690 534, 283 
0) 4,138 
675. 279 27, 626, 811 
675, 329 27, 630, 949 
ified, standard 
19 
5, 247 
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United States imports of merchandise for consumption, calendar year 1952—Con. 
( dity description and unit of quantity, Schedule A No. and Net qua ‘ 
antry of origi 


Ammonium phosphates for fertilizer, standard 





8509000 5 

Canada 132, 229 $8, 641 

Panama 28 ! 

United Kingdom 166 19 

Belgium 877 65. 107 

France f 437 

Italy 1] 2 281 
Total 133, 31¢ 8 729 516 


Castor-bean pomace, standard 
8509100 
Haiti 5 243 


Paraguay 65 1, 030 
United Kingdon 3, 266 87 87] 
Netherlands f 3S 
Belgiur 182, 397 
Western Germany 106, 659 





Czechoslovakia 
Potal 15, 126 478, 198 


Animal manures, standard 
8509200 





( ada 0) 6, 664 
United Kingdom 1¢ S 
Netherland 1 ‘ 
Total 219 g 4 
Tankage, standard 
RANGA 
Canada 762 54 847 
Mexico 24 261 
Brazil i 2 R16 
Uruguay 444 47 
Argentina 188 3 
United Kingdom 169 
Netherlands 331 ), 268 


New Zeland 73 13. 704 




















Total 3,377 | - 
Fish scrap and fish meal, standard | 
8509700 

Canada 21k 1. 379 
Mexico St oraes 
Honduras | os 
Peru 2, 635 | 75 O4 
Chile | 1311 | afd, Va 
Argentina 17 . ta 
Ice] 5 44g e oe 
N 704 1. 386° 49% 
Net 
Portu %) | Q RRO 
Fre 1, 208 126, O86 
AT R4 4] ne 
{ Africa € $ Q2¢ 

I } 

Total 2 RAK 4 7 OKO 

Nitrogenous material, not elsewhere specified, standard 
ROIS 
Canada 9 579 | 1 
on ‘ 148 
Braz 465 | er 
Uruguay 2 
3, 456 12.18 
. 101 7, 210 | 260. 230 
Netherland R72 | RR Fa" 
Belgium ROE } 
I 39 6 268 
France 4134 99° 739 
Western Germany 5, 455 * 1 ; 
Austria 69 1 472 
Czechoslovakia 9 4 412 
Pane Ii 10, 390 
See footnotes at end of table, 7 
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United States imports of merchan lise for consumption, calen lar year 195 ( 
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Mr. Apernetuy. How do the figures which were given here this 
morning compare with the figures which you have there? 

Mr. Evy. I was a little confused with the first witness because the 
figures do not agree but I suspect the figures he had were on a crop 
year basis and the K.O content but the figures we have are on the TOSS 
weight of the fertilizer 

Mr ABERNI rHY That can be ¢ leared uD. can it not? 

Mr. Exy. That can be cleared up. 

Mr. Horven. Mr. Petitt, can vou straighten us out? 

Mr. Perrrr. I know their figures are put in on a K,O basis, Mr. 
Chairman Their base is 60 percent yearly Some of this stuff comes 
in as 50, 48, 59, 61 There may be some variance Was there any 
substantial variance on that? , 








34 IMPORTS OF POTASH 


Mr. Exy. It seemed to me that any remaining variance was maybe 
becs ause yours was on a cropve ar basis. 

Mr. Perrrr. That is entirely possible. 

Mr. Horven. There is no substantial difference then between the 
figures submitted by both you gentlemen? 

Mr. Petirr. No, sir. 

Mr. Exy. I might point out that the official statistics have only 
segregated imports between East Germany and West Germany since 
the beginning of 1952. There has been a need for that segregation 
in the official United States Import Statistics ever since the war but 
because of various difficulties in getting accurate information we did 
not compile the ste tistics separately between East Germany and 
West Germany until 1952, shortly after the Bureau of Customs began 
to require different marking for East and West Germany, but it is 
my understanding that those marking requirements—that is marking 
of country origin—do not apply to these bulk fertilizer commodities. 

I feel that the official statistics are reasonably correct. We have 
had difficulty in differentiating between East Germany and West 
Germany on imports of potash fertilizer materials but we feel that 
they are reasonably correct. 

Mr. Horven. Do you have any figures covering the first 3 months 
of 1953? 

Mr. Evy. No. I could get those and supply them to the committee. 

Mr. Horven. I would like to have you submit those for the record, 
if you will. They may be inserted at this point in the record. 

(The document referred to is as follows:) 


I NITED STATI S DEPARTMI NT OF Comm! RCE 
BUREAU OF THE CENSUS 
Washington 25 D. C. 


Unitrep Srates Imports FOR CONSUMPTION OF FERTILIZERS AND FERTILIZER 
MATERIALS, JANUARY—-FEBRUARY 1953 
Prepared under the supervision of J. Edward Ely, Chief, Foreign Trade Division, 


Bureau of the Census 


Vote on figures for imp a from East and West Germany Some imports of 
potassium chloride (Si du A No. 8521000) originally reported during 1952 as 
oricinating in West Ges ‘many were later found to have actually originated in 
Kast Germany and the figures for that vear were corrected accordingly. No 
investigations were made of the segregation between East and West Germany for 
imports of fertilizer materials other than potassium chloride. As far as is known 


the figures for East and West Germany for January and February 1953 are 


correct. 


| 
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United States imports of merchandise for consumption, January 1953 











Commodity description and unit of quantity, Schedule A No. and Net quan \ “ 
country of origin tity re 
Ammonium sulfat sndard 
R500000 44.411 $1, 892, 108 
Canada 15, 996 746, 516 
Belgiun 8. 000 372 R13 
Western Germany 19, 127 706, 291 
astern Germany 1, 488 66, 4538 
* 
Ammonium nitrate mix, under 20 percent nitrogen, standard 
8501100 24 1, 491 
Ammonium nitrate mix, over 20 percent nitrogen, standard 
8501500 51, 149 2, 762, 261 
si Canada 18, 882 1 
Nett erlands 16, 406 
Belgiun &, 250 
Aus 6, 961 
Switzerland 650 
‘alcium cyanamide, standard 
8502000 . 10, 890 611, 203 
Canada int 10, 890 611, 203 
Calcium nitrate, standard 
8503000 6, 800 259, 796 
Norway 5, 800 219, 096 
Netherlands 1, 000 40, 70K 
Dried blood, not elsewhere specified, standard 
R5D5000 159 26, 687 
Canada 99 20. 381 
Other city 2 60 6, 306 
Sodium nitrate, standard 
8506000 41, 722 1, 733, 086 
Chile 41, 722 1, 733, 086 
Urea, not elsewhere specified, standard 
RAOROO) 7, 780 865, 041 
Sweden 108 
Norway 1, 065 
United Kingdom 2, 490 
Netherlands 191 
France 751 
Western Germany 965 1 
Switzerland 451 56, 276 
° Italy 821 80, 032 
Japan 938 104, 540 
Ammonium phosphate for fertilizer, standard 
R50G000 10, 948 707. 580 
Canada 10, 948 5R0 
» - 
Castorbean pomace, standard 
8509100... . . 3, 470 90, 300 
Belgium 2, 801 74, 224 
Czechoslovakia 669 16, 076 


lankage, standard: 
8509600 179 13, 709 

Fish scrap and fish meal, standard 
8509700 3 


891 122, 496 


Peru 110 12, 155 
Denmark 551 82 000 
Portugal 176 21, 340 
Other city ? 54 7, 001 


' See footnotes at end of table, p. 38. 
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T’nited States imports of merchandise for consumption, 
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Canada 
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Norwa 
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( ‘ ad 
Other cit 
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OC} 
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monium phosphate for fertilizer, standard 
8509000 


Canada 


astorbean pomace, standard 
§509100 
Netherlands 
Western German} 


snkage, standard 
§509600 


1 serap and fish meal, standard 
8509700 # 


Peru 

Japan 

French Morocco 
Angola 

Other city ? 


See footnotes at end of table, p. 00 
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Mr. Ety. In this table that I will present there is a figure on 
imports of ammonium sulphate which I think there was a question 
raised about earlier, which shows woos dt were about 6,000 tons of 
ammonium sulphate from East Germany in 1952. That is in answer 
to a question that was made earlier. 

Mr. Hoeven. Thank you very much, Mr. Ely. 


STATEMENT OF OMAR SANDERS, VICE PRESIDENT OF FERTILIZER 
INDUSTRIES, INC., OF NEW YORK 


Mr. Horven. The next witness is Omar Sanders, vice president of 
Fertilizer Industries of New York. 

Mr. Sanpers. Mr. Chairman and gentlemen, my name is Omar 
Sanders. I am vice president of Fertilizer Industries, Inc., of New 
York. 

This organization is wholly owned by and handles the purchases of 
fertilizer materials for the following fertilizer manufacturers: Acme 
Fertilizer Co., head office, Wilmington, N. C.; the Gulf Fertilizer Co., 
head office, Tampa, Fla.; Naco Fertilizer Co., head office, New York 
City; Smith-Douglass Co., Inc., head office, Norfolk, Va.; Southern 
Fertilizer & Chemical Co., head office, Savannah, Ga.; I. P. Thomas 
& Son Co., head office, Camden, N. J. 

This group operates a total of 21 fertilizer factories located along 
the Atlantic seaboard, in the Southeast and in the Midwest. We 
purchase for their account annually large quantities of muriate of 
potash, sulphate of potash, and other forms of potash salts, in addition 
to large quantities of all other fertilizer materials. 

Our group, as a matter of principle, has consistently refrained, 
far as possible, from purchasing potash or other fertilizer materi: br 
originating in East Germany, Russia or any of the latter’s satellite 
countries. Due to the rapid growth to the fertilizer industry, in 
order to cover our requirements, particularly potash, it had ‘been 
necessary for us to purchase not only all the domestic potash we could 
obtain but also large quantities of foreign material. For several 
years it was not possible to secure all of the foreign material that we 
required, from friendly countries. This was particularly true during 
1949-50 on account of the strike at Carlsbad, N. Mex., when we had 
to pay prices far in excess of our domestic prices for the Russian- 
controlled material. However, in view of the expansion of the domes- 
tic-potash industry over the past 2 or 3 years, it was decided by our 
group in the spring of 1952 to discontinue any purchases whatever of 
Kast Cictaiins or Russian-controlled material. We have not pur- 
chased 1 pound of material from these countries during the current 
fertilizer season although it was being offered very much cheaper 
than domestic prices, along the Atlantic and Gulf seaboard. 

On the basis of the present domestic-potash prodh ction there now 
appears to be almost enough domestic material to take care of the 
requirements of the fertilizer industry in this country. Any shortage 
in the supply can be readily purchased from friendly countries. 
Therefore, there is no reason why importation of any Russian or 
satellite material should be allowed. 

[t is our impression that many other buyers of potash, for patriotic 
reasons, have pursued a policy similar to ours. There are others, 
however, with whom our group is in competition who have purchased 
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supplies of potash, which, according to reports, have originated behind 
the Iron Curtain, at lower prices than we have paid for our supplies, 
which, of course, gives them an advantage competitivewise. 

We feel that there should be some clarification of our Government’s 
attitude in regard to the material coming in from unfriendly countries 
at a time when it is not actually needed, even though it is being offered 
at prices much lower than our domestic material or that from friendly 
countries 

Mr. Horven. Thank you very much, Mr. Sanders, for your very 
fine statement 

Mr. Apernetruy. I would like to say, Mr. Sanders: As I understand 
you, the people you represent have an understanding that they are 
not going to purchase any Russian product. 

Mr. Sanpers. That is correct. Our group that owns fertilizer 
industries decided that we did not want this foreign material unless 
we were forced to do it because of circumstances beyond our control. 

Mr. Horven. I think you should be complimented for taking that 
position. 

Mr. Sanpers. Thank you 

Mr. Horven. The next witness is Mr. Charles B. Dunne, vice 
president, French Potash & Import Co., Inc., New York. 


STATEMENT OF CHARLES B. DUNNE, VICE PRESIDENT, FRENCH 
POTASH & IMPORT CO., NEW YORK 


Mr. Dunne. I have a written statement. 

Mr. Horven. You may read it, Mr. Dunne. 

Mr. Dunne. My name is Charles B. Dunne. I am vice president 
of French Potash & Import Co., a New York corporation. My com- 
pany represents the French and Spanish potash producers for the 
sale of their potash salts in the United States and its possessions. 

We sell both high grade muriate of potash 58 to 60 percent K,O and 
sulphate of potash. If desired we can also furnish muriate of potash 
50 percent K,O. Our prices are competitive with the American pro- 
ducers of potash salts at Atlantic and some of the Gulf ports, but not 
in the interior. 

For the current season—June 1, 1952, to May 31, 1953—the French 
and Spanish producers in the aggregate put at the disposal of my com- 
pany for sale in the United States market 120,000 tons K,O—potas- 
sium oxide—with indications that this quantity could be increased if 
the American market—for import potash salts—required more. 

Of this 120,000 tons K.O, up to the present my company has sold 
approximately 70,000 tons of K,O, both in the form of high-grade 
muriate of potash and sulfate of potash. The remaining 50,000 tons 
of K,O is unsold. 

For the future my company has assurances from French and Spanish 
producers which, in the aggregate, will make available for sale in the 
United States and its possessions the quantities mentioned above, 
with indications that these quantities can be increased if the import 
needs of the American market require more. 

Mr. Horven. Do I understand that your company is engaged in 
importing potash only from French sources? 

Mr. Dunne. And Spanish sources. 
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from countries behind the Iron 


Mr. Horven. Are you importing 
Curtain? 

Mr. Dunne. No, si 

Mr. Horven. Any questions? 

(No response. 

Mr. Horven. Thank you very much for your statement, Mr. 
Dunne. 


Mr. Dunne. Thank you, sir. 


STATEMENT OF C. B. ROBERTSON, PRESIDENT, ROBERTSON 
CHEMICAL CORP., NORFOLK, VA. 


Mr. Horven. The next witness will be C. B. Robertson, president, 
Robertson Chemical Corp., Norfolk, ib 

Mr. Rorertrson. My name is Clarence Baird Robertson, and I am 
president of the Robertson C Tete eg Corp., Norfolk, Va., fertilizer 
manufacturers operating five plants in Virginia and North Carolina. 
This is the first time that I have ever appeared before a congressional 
committee. 

To clear the air, so to speak, I have no stock in any potash company, 
either foreign or domestic, and | am appearing a re as a representative 
of no group but only speaking as a native-born American citizen and 
one who uses fairly sizable quantities of satan I am no expert, nor 
am I qualified to definitely state how much potash is produced in this 
country or in Europe, nor what the exact needs of our country will be 
in another year. This you can easily determine from Government 
sources. From what I can learn, there will be ample domestic potash 
for agricultural and chemical purposes next year produced in our own 
country. In addition to this there is a very sizable amount of potash 
that can be imported from France and Western Germany and Spain 
without going behind the Iron Curtain. 

During the past season our company bought some sulphate of 
potash which originated in Eastern Germany. When the purchase 
was made we did not definitely know, though we were suspicious of 
its source of origin. After making this purchase we bought twice as 
much of this material from Western Germany, but at a higher price, 
refusing to buy more of the East German potash. This was when we 
determined fully that the potash was being imported from behind the 
Iron Curtain. 

I heartily approve of buying from our allies for we certainly cannot 
sell them if we do not purchase what they have to offer, but I do not 
believe in trading with the enemy. This is not the only time that 
Kast German potash has been offered or that we have bought it. 
When it could not be gotten elsewhere due to strikes in this country, 
the East Germans knew we were very short of potash and so governed 
their price. 

As a consequence our company was forced to pay in one instance 
50 percent more than the oreguerg price, and in another case over 
100 percent more. Now that we have plenty of potash the East 
Germans are quoting considerab I — the prices offered by our 
domestic producers and allies. We can see no difference in this 
importation being allowed than we can in shipping material to Com- 
munist China. Pressure reportedly is being put on our allies not to 
deal with Communist China. In one instance badly needed dollars 
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are being diverted to our enemies and in the other case much-needed 
equipment and supplies. It is through the leadership of one and the 
actual fighting of the other that our boys are being killed in Korea. 

I do not wish you to think that I am other than an average selfish 
business man. If this potash is allowed to come in from behind the 
Iron Curtain at reduced prices, competition will force us to buy. 
We do not want to do it 


Without taking more of your time, may I urge that some steps be 
taken, after intelligent investigation, to prevent this dumping on our 
market of potash from Eastern Germany. It would seem that this 


is just another link in the communistic chain that is being forged to 
throttle and wreck our economy. 

Mr. Horven. I want to thank you for your thoroughly America 
statement 


Mr. Rosertson. Thank you, sir. 


STATEMENT OF ALFRED J. DICKINSON, VICE PRESIDENT OF THE 
VIRGINIA-CAROLINA CHEMICAL CORP., RICHMOND, VA. 


Mr. Horven. The next witness will be Mr. A. J. Dickinson, vice 
president of the Virginia-Carolina Chemical Corp. of Richmond, Va. 

Mr. Dickinson. Mr. Chairman, gentlemen 

Mr. Hoeven. Mr. Dickinson, do you have a prepared statement? 

Mr. Dickinson. Yes. 

Mr. Horven. You may proceed. 

Mr. Dickinson. My name is Alfred J. Dickinson and I am vice 
president of the Virginia-Carolina Chemical Corp. of Richmond, Va. 

Our firm is engaged in the general chemical business, including the 
manufacture and sale of sulfuric acid, superphosphate, and mixed 
fertilizers. We operate 36 fertilizer factories scattered through the 
Eastern, Southern, and Middle Western States, and occupying a 
geographical area enclosed roughly on the southwest by Shreveport, 
La., on the northwest by Dubuque, Iowa, on the northeast by Carteret, 
N. J.. and on the southeast by Nichols, Fla. 

The Virginia-Carolina Chemical Corp. is a substantial consumer of 
all fertilizer materials and annually purchases large quantities of mu- 
riate of potash and sulfate of potash. Our policy is not to purchase 
fertilizer materials originating in Russia and in Russian satellite coun- 
tries. During this year we have been offered, from time to time, 
muriate of potash and sulfate of potash originating from behind the 
[ron Curtain at prices considerably lower than current domestic prices 
delivered our Atlantic port factories. In spite of the fact that some 
of this lower-priced potash has been sold in this country, we stuck to 
our policy and have refrained from buying such material. 

It is our feeling that while we are engaged in a war with Communist- 
dominated North Korea and Communist China, it is adverse to the 
best welfare of our fighting forces and our country to make available 
to Russia and its satellites additional dollar reserves. 

It is our belief also that, if we need additional supplies of potash 
over and above that which we are able to procure from domestic 
producers, it is desirable for us to purchase such additional supplies 
from Western European sources instead of from Russia and Russian 
satellites 
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In line with this policy, we have purchased foreign potash that was 
mined in France and Western Germany. The price of this potash 
delivered our Atlantic port factories was approximately the same as 
the price of domestic potash We realized, of course, that we were 
paving a substantial premium compared with the price of potash 
originating in Iron Curtain countries. 

Our management felt that by making such purchases from these 
Allied Nations we would give them an oy pportunity of earning more 
dollars by opening up additional trade with the United States. It 
was hoped, of course, that the need for United States aid to these 
countries would be reduced to that extent 

Let me emphasize again the fact that each ton of potash bought 
from Russian-controlled areas means that much less that could be 
purchased from Western European countries. Those countries would 
then, therefore, be deprived of the opportunity of acquiring propor- 
tions ite ly more of the doll ars the ‘Vv nee d thro igh trade not aid. 

In conclusion, let me point out that ample supplies of potash are 
available to American agriculture from domestic producers and from 
Western European countries, and the Virginia-Carolina Chemical 
Corp. is confining its purchases to those two sources. 

Thank you, sir. 

Mr. Horven. Thank you, Mr. Dickinson. I notice in your state- 
ment that you say among other things that you have been offered 
from time to time muriate of potash and sulphate of potash originating 
from behind the Iron Curtain at prices considerably lower than the 
current domestic prices delivered our Atlantic port factories. I am 
not asking you to disclose the names of people who have solicited vou, 
but is it a fact that you have been urged to buy this potash by certain 
individuals or brokers? 

Mr. Dicktnson. We have been offered potash; ves, by sellers, and 
we have in every case during the past year, asked the origin of the 
material. 

Mr. Hoeven. Are these sellers representative of the potash interests 
behind the Iron Curtain? 

Mr. Dickrtnson. Well, they were brokers handling potash from 
various and sundry sources, and some of it came from behind the lron 
Curtain. In the cases that I referred to they did not hesitate to tell 
us—when we made the inquiry they told us that it came from behind 
the Iron Curtain, from Eastern Germany, and we were not interested 
in purchasing it. The prices quoted were considerably lower than the 
current domestic prices. 

Mr. Hoeven. There is no doubt in your mind that sulfate is being 
imported from Eastern Germany and satellite countries? 

Mr. Dickinson. I am told that quite some quantity of both muriate 
and sulphate of potash has come in this year. 

Mr. Horven. Thank you. 


STATEMENT OF J. R. MEYERS, MANAGER, EASTERN STATES 
FARMERS EXCHANGE, YORK, PA. 


Mr. Horven. The next witness is Mr. J. R. Meyers of the Eastern 
States Farmers Exchange of York, Pa. 

Mr. Meyers. Mr. Chairman, I am J. R. Meyers, manager of the 
Fertilizer Production and Purchasing of the Eastern States Farmers 
Exchange. Our headquarters are at West Springfield, Mass., but we 
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serve our farmer members in New England, Pennsylvania, Delaware, 
and Maryland. We are a farmers’ cooperative purchasing association 
of about 90.000 members 


he Eastern States Farmers Exchange recognizes that potash is an 
essential mineral in the production of food, feed, and fiber crops, in 
addition to other chemical uses. Our interest is from an agricultural 
viewpomt. We believe agriculture can use substantial increases in 


potash in the production of crops so as to maiitain and improve soil 
tions and fertility throughout the Nation. 

The development of American sources and production facilities 1s a 
dramatic record and a wonderful achievement. We recognize domes- 


condi 


tic production is a superior product compared with imported potash, 
and it is our desire to obtain a larger percentage of our requirements 


from domestic sources. 

Our record from the past is such that we have been unable to obtain 
our full requirements from domestic sources, and we believe our Nation 
should continue to import potash to supplement domestic sources, 
thereby giving the Nation additional potash and to conserve our 
somewhat limited resources. The East is the natural place for 

ported potash to be used. Such usage will release domestic produc- 
tion for the sharply increasing demands in other sections of the 
country; sections to which potash from our Southwest can be delivered 
at lower cost. Inland shipments of imported potash can be delivered 
only ata hicher cost 

With the prices of the things farmers sell going down and the cost 
of things farmers buy staying up or increasing, with our knowledge 
of limited supply, we do not believe this is the time to consider restric- 
ting the supply of needed potash to domestic production. 

We are listing the tons of domestic potash and the tons of foreign 
potash our records show as purchased and used the past 4 years. 
The figures of domestic potash represent the maximum amount of 
potash we could obtain. The imported potash represents the limited 
amount we could obtain from that source, as our needs later on. 


D est Fore Lota 

Tons Tons Tons 
4 12, 447 4,304 16, 751 
; 15, 530 4 346 19, 876 
; 15, 807 7. 167 22, 974 
19, 520 7,111 26, 631 


We anticipate our immediate future needs will be approximately 
10 percent more per year. That is, in the immediate future. Imported 
potash to be attractive costwise should be at a lower cost than domes- 
tic. Cost of demurrage, inventory space and inventory investments 
are costs of a production operation. 

In addition to supplying potash to the Nation generally more 
advantageously, importations of potash from Europe constructively 
assist the ‘‘trade not aid’’ program—provide with mutual benefits the 
exchange of commodities for commodities. 

May I make a further statement? We are interested in more potash. 
All these statements are to cover our requirements. Our recerd in the 
past has been that we have not been able to quite get everything we 
need to cover our requirements. The trends of whether potash should 
be secured from the Iron Curtain or other parts, we certainly would 
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not be one to condone or look with favor upon the idea of obtaining 
potash from restricted areas, and certainly if our State Department 
or Agriculture Department would indicate that they would not want 
us to desire purchasing from that source we certainly would not be 
one to participate. 

Mr. Hoeven. In view of the information that has been presented 
o this subcommittee up to this very moment, Is there any doubt in 
aan mind but that there is a sufficient supply of potash—domestic 
supply augmented by imports from the free countries of the world? 
Is it essential, in other words, to import any potash whatsoever from 
behind the lron Curtain? 

Mir. Meyers. I have reason to believe that it is 

fr. Honven. You have reason to believe that it is 

Mr. Meyers. No. I do not have reason to believe that I would 
not be able to get it from a domestic source plus from France, Spain 
r West Germany 

Mr. Horven. You do not favor the importation of potash from 
behind the Iron Curtain? 

\ir. Meyers. oan are asking me a very frank question and I am 
voing to answer it just as frankly as you said it. Certainly we would 
not want to see our dollars go to them as dollars. We have reason 
to believe that there are agricultural commodities that are a surplus 
on the market and “ak not necessarily contribute to helpimg any 
weressor, and we certainly would be judged by our Agriculture or our 
State Department on any such move. 

Mr. Hoeven. This is not the time or place to become engaged in 
any controversy as to world trade but I certainly am interested in 
having your views on the subject. 

Mr. Harvey. I notice you make a statement in the third paragraph 
of your prepared statement, in which you mention our somewhat 
limited resources. I presume you mean domestic. 

Mr. Meyers. That is right. We were led to believe, in years past, 
that possibly our known sources would amount to 80 years or 100 
years. I understand now that recent developments and discoveries 
substantially increased that, and I do not know of anybody who 
has made a statement as to the number of years supply we have. 

Mr. Harvey. In other words, in view of the testimony that has 
been presented here this morning it is not now your conclusion that 
we do have very limited domestic supplies? 

Mr. Mryers. I would say your word ‘“‘very’’—I think that possibly 
potash is one material that we should be thinking about conserving 
on a long-time basis, with the information even today. At least | 
think the committee should take that into consideration 

Mr. Harvey. You mean conserving the misuse of it? 

Mr. Meyers. That is right. 

Mr. Harvey. Certainly you would not be willing to state that the 
free use of potash on the farms of our country is a misuse of 
it, would you? 

Mr. Meyers. No, definitely not. 

Mr. Apernetuy. Mr. Myers, if I understand you, you are the 
representative of a group of farmers operating cooperatively, and as 
such you purchase various chemical ingredients that go into mixed 
fertilizer? 

Mr. Meyers. Right. 


2657—53 1 
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Mr. Apernetuy. You, therefore, purchase potash in bulk? 
Ir. levers Richt. 

\ir. Apernetuy. As a representative of this group have you pur 
chased any .potash that came to this country from any Communist- 
dominated area? That is what we are talking about, you know. 

\Mir. Meyers. We have not received any potash that we knew came 
from the Hast German source 
\ir. ABerNeTHY. Have you purchased any that vou suspected came 


Mir. Mryers. Yes, sir. 


Mr. Apernetuy. When did you purchase it? 
Mr. Meyers. I would say in the last 30 days. 
[r. AperNetuy. Whom did vou purchase it from? 

Mr. Meyers. It was purchased through a broker in Philadelphia 

Mr. Anerneruy. Who was he? 

Mr. Meyers. I suppose it should be 

Mir. Apprnetiy. He is not ashamed of it. He was out selling it, 
There is no secret about it, is there? 


Mir. Meyers. No. From a company, Woodward Dickinson. 

Mr. Asprnetruy. Does this company regularly import potash pro- 
duced in the Communist-dominated area, or do you know? 

Mr. Meyers. | could not answer that. 

Mr. Anerneruy. Anyhow, their representative informed you that 
they had purchased this potash and imported it from a Communist- 
dominated area, and you knew that? 

\fr. Meyers. This purchase or transaction was contemplated with 
the information that it was a trade proposition in which a surplus 
product would be used as a basis of payment. 

Mir. Anerneruy. You purchased it quite cheap, I assume. 

Mr. Mryprs. It was a saving under domestic price. 

Mr. Anernetuy. How much? 

Mr. Meyers. We do not know yet what the figure will be, because 
of the cost involved. 

Mr. Anerneruy. What do you estimate the saving will be? 

Mir. Meyers. Something less than what Mr. Petitt indicated that 
it would be, but a substantial saving underneath domestic prices, . 
vhere we can take it in without paying too much freight rate. If 
we have to pay freight from a port inland to our plants, that freight 
would soon wipe out any saving that we would make. 

Mr. Anerneruy. Will these materials, subsequently, if they not 
already have, be distributed among your 90,000 members? 


Mir. Meyers. It will be used in the manufacture of fertilizer. 
Mir. AnerNetuy. Will thev be informed that some of the fertilizer 





materials which they put in the ground to produce their crops came 
from Communist-dominated countries? 

Mr. Meyers. We have never done that in the past when it came 
from other western sources. 

Mr. Anerneruy. I did not know you had bought any in the past. 

Mr. Meyers. Pardon me. We bought imported potash in the 
past 

Mr. AnerNetuy. From Communist areas? 

Mr. Meyers. Not that we know 

Mr. Arnerneruy. That which vou have purchased from a Com- 
munist area, are vou going to inform your farmers that the dollars 
with which that was purchased are now in the hands of the Com- 


munists? 
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[r. Meyers. I am not in a position to answer that. 

Mr. Anernetuy. What would you do then? Do you not think 
it would be the fair thing to so inform them? Do you not think some 
of those people would like to know that this potash that they are 
putting under their vegetables and so on, that the dollars with which 
that potash was purchased are now in the | lands of the Communists 
Do vou not think they would like to know oe 

Mr. Meyers. I cannot answer that particularly 

Mr. ABerNnetuy. Do you have any sons In aise Service 

Mr. Meyers. No, but I have had a son in the past. 

Mr. Apernetuy. Do any of these 90,000 people have sons in the 
service? 

Mr. Meyers. Certainly. 

Mr. ABERNETHY. Do you not think thev would like to know then 
that the dollars with which this material was purchased are now in 
the hands of the enemy of this country and the enemy of their sons? 
Do you not think they would like to know that? 

[ am not trying to embarrass you. I am just trying to ask vou a 
question. I know you are a good American and I know you will give 
me a full and frank answer. 

Mr. Meyers. In consideration of whether we should appear at this 
committee, we thought it was a good thing for the industry to know 
the facts, and I have presented them the best 1 could here and we will 
be guided in the future by many of the conclusions that you have 
reached here. 

Mr. Aspernetuy. I assume you saw a notice of this hearing and you 
requested an opportunity to appear; did you not? 

Mr. Meyers. Pardon me? We did not know that it was neces- 
sarily a condemnation of East German potash. We thought it was 
eliminating all foreign potash. 

Mr. Apernetuy. | understand, but you have gone further than 
that. You did not stop there. You have not stopped there. You 
justified the purchase on the lower prices and in the last paragraph 
on the first page of your statement you state as follows: 

With the prices of things farmers sell going down and the cost of thins 


gs farmers 
buy staying up or increasing, with our knowledge of limited supply, we do not 


believe this is the time to consider restricting the supply of needed potash to 
domestie production. 

If you had gone further and said, ‘‘What I intend to say now, if 
this potash is coming in from Spain and France, we think we ought 
to be permitted to buy it.” The industry has just stated that you 
should be permitted to purchase that potash. They did not com- 
plain about that but you went further. You stated to Mr. Hoeven 
and to Mr. Harvey, I think, and to me, that you think it is all right 
for them to be purchasing Communist potash and you admitted you 
purchased some of it yourself. 

Mr. Meyers. Under the conditions that it has the approval. 

Mr. AserNetuy. Has what approval? 

Mr. Meyers. Of your State Department. This is my thinking, 
you understand. That if it would have the approval of the State 
Department and the Agricultural Department or anything that is 
involved. 

Mr. AnerNetHy. Do you know whether or not it had the approval 
of the State Department? Did you call anybody to find out after 
this man offered you the potash? 
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Mr. Mey We were told that it did. 

Mor. Ag NeTHY. Whom did you ask about it 
Mr. Meyers. The importer 

Mir. Anernetuy. And he told you the State Department thought 


9 


s all right’ 

Mr. Meyers. Yes, sit 

Mii \BERNETHY. | have heard of a lot of other things the State 
Department thought was all right and I imagine you have too, but 
you have disagreed with, have you not? I think I have said enough. 
| think we understand yout position 

Bofore vou leave | woul lik to have vou agree to do one thing 
You do not have to do it, of cours sut | would like for you as the 
mal r for these 90,000 farmers that when you distribute that Com- 
munist p itash Lo them that you let them know where it came from. 


If vou do I think they will send it back; do you not? 


Mr. Mryrrs. No doubt there would be plenty who did not approve 


Ol} 

Mr. Horven. Mr. Meyers, I do not want to broaden this dis 
‘ ~ | , 

Mr. Meyers. I realize I am very unpopular in presenting this 
thing, and I just thought I would present the facts as we know them. 

Mr. Apernetuy. I will say that it took a lot of courage to do so and 


| want to congratulate you for the courage you have displayed. 

Mr. Horven. I want to say that when this hearing was set up it 
was for the specific purpose of determining whether or not potash 
importations were being made from countries behind the Lron Curtain, 
and our press release of the hearing so indicated [ assumed you had 
knowledge that this would be the subject matter which would be 
discussed here and not importations in general. 

No one is finding fault with importations from the free countries of 
this world if they are deemed to be necessary but we do want to find 
out whether or not it is necessary to import potash from Iron Curtain 
countries. Certainly as the manager of the organization which you 
here represent, vou should have some independent judgment on these 
matters. I do not think you should rely solely upon what the State 
Department might do or might not do 

Mr. Perirr. May I intervene for one moment to clear the record? 

Ir. Mevers took exception to the reduction in price, to some extent 
of the lower price at which the Russian potash is being sold as con- 
tended in my statement at the port of Boston. We refer to interior 
points. I would like to have the question rephrased, if I may ask, 
as te the accuracy of my cost reduction as expressed in my statement 
based at the port of Boston and not the interior. 

| said nothing about the interior in my statement. 

Mr. Hoeven. Do you have any information about that? 

Mir. Meyers. No, I do not have exactly 

Mir. Horven. Will you supply that information for the committee? 

Mir. Meyers. I would not be able to do it right now but I know 
I will in the future 

Mr. Horven. Will you submit it later, Mr. Meyers? 

Mr. Miryrers. Yes, sir 

With information presented at committee it would not be the 
intention of our organization to obtain any additional potash supplies 


from East Germany or behind the Iron Curtain origin. 
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STATEMF™'T OF W. E, SHELBURNE, VICE PRESIDENT OF ARMOUR 
FERTILIZER WORKS, ATLANTA, GA. 


Mr. Hoeven. The next witness is Mr. W. E. Shelburne, vice 
president, Armour Fertilizer Works, Atlanta, Ga. 

Time is passing rapidly. The House is in session but we do want 
to accommodate you gentlemen from outside the city. 

Mr. SHELBURNE. My name is W. E. Shelburne, vice president of 
Armour Fertilizer Works, general office, Atlanta, Ga. 

Our company is operating 29 fertilizer plants—27 of these are east 
of the Rocky Mountains, 1 plant in Cuba and 1 in Puerto Rico. At 
the present, we are constructing a plant at Waterloo, Lowa, that will 
be in operation during the fall of 1953. 

For the 1952-53 fertilizer year, we purchased potash from the 
following seven domestic potash companies: Potash Company of 
America, United States Potash Co., Duval Sulphur & Potash Co., 
Southwest Potash Corp., Trona (American Potash & Chemical Corp. 
Bonneville, Ltd., International Minerals & Chemical Corp. 

In addition, we bought some foreign potash from two sources, the 
French and from Western Germany. For our own operations, we 
have been able to get all the potash we need from the above sources, 
and unless the fertilizer shipping season lasts longer than we now anti- 
cipate, we will carry over some potash into the 1953-54 season. 

Within the past 2 weeks, a representative called on us offering sub- 
stantial quantities of East German potash—Russian material—for the 
1953-54 fertilizer season. We did not buy any of this material, and 
from our observations at the present time, potash is in good supply. 

Mr. Horven. Thank you, Mr. Shelburne. I note that you have 
been approached for the sale of some of this potash. Were you 
approached by a broker? 

Mr. SHELBURNE. Yes, sir. I cannot recall his name. He is a rep- 
resentative of the General Fertilizer Co. and we asked him, like we 
asked everyone: “Is this East German potash you are offering?”’ 
He said ‘“‘Yes.’’ We said: ‘We are not interested.”’ We did not go 
into price or anything else. We just quit right there. 

Mr. Horven. Where is that broker located? 

Mr. SHELBURNE. I am not sure but I think it is New York. 

Mr. Petirr. Was it Sekyrl? 

Mr. SHe_Burne. | think that is it. 

Mr. Hoeven. Will you spell that for the record? 

Mr. SHELBURNE. I cannot spell it. 

Mr. Peritrt. S-e-k-y-r-l. 

A Voice. General Fertilizer Co. of New York. 

Mr. ABERNETHY. Do you have any trouble now securing the quan- 
tity of potash that your company needs? 

Mr. SHELBURNE. No, sir. 

Mr. Horven. Thank you, Mr. Shelburne 

The next witness is Mr. J. C. Crissey, division manager, GLF, 
Soil-building Service, Ithaca, N. Y. 
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STATEMENT OF J. C. CRISSEY, DIVISION MANAGER, FERTILIZER 
AND CHEMICAL DIVISION, COOPERATIVE GRANGE LEAGUE 
FEDERATION EXCHANGE, ITHACA, N. Y. 


Mr. Crissry. My name is J. C. Crissey. I am division manager 
of the fertilizer and chemical division of the Cooperative Grange 
League Federation Exchange, known as the GLF, of Ithaca, N. Y. 

The GLF purchases for 120,000 members in New York, New Jersey, 
and northern Pennsylvania, farm production supplies such as feed, 
seed, fertilizer, pesticides, lime, petroleum products, and other farm 
supplies, and markets for members a few commodities such as eggs, 
dry beans, wheat, and hay. 

The GLF fertilizer and pesticide business is of considerable size and 
entails the purchase of large quantities of muriate of potash and small 
quantities of sulfate of potash magnesia. We purchase this potash 
from seven domestic potash producers located in the southwestern 
part of the country and in California. We also purchase on the 
Atlantic seaboard a few thousand tons of French potash at Atlantic 
ports at a premium over the domestic price delivered our plants. We 
purchase this small quantity of Western European potash only as 
insurance against a mechanical breakdown or labor strike in the 
plants of one or more of our domestic suppliers 

Our domestic producers have been able to supply us with all the 
potash we have needed during the past 2 years and deliveries have 
been prompt and relationships are of the highest order. 

Recently our buyer in New York has had offers of East German 
potash in substantial quantities at 0.47 cent a unit c. i. f. at Atlantic 
ports. It is alleged that at least two cargoes have been delivered to 
American manufacturers. This price is substantially below the 
domestic price delivered to several of our east coast plants. 

As listed on the back of this sheet, domestic potash costs us in 
Baltimore and the four New Jersey plants and midwestern New York 
State, 64 cents a unit. Full cargoes of the East German potash 
would costs us $9.60 a ton less at Baltimore, $6.72 less in the New 
Jersey plants and it is even $1.44 less in midwestern New York State. 

To translate that into the basis of 60-percent potash or into a 
5-10-10 fertilizer, which is something the farmer understands more 
than potash, it would make a difference on every full cargo in Balti- 
more of $1.60 per ton and in part cargoes $1.30 per ton. 

In New Jersey it would be $1.12 or 80 cents a ton difference on 
mixed fertilizer. 

We could save our members some money on fertilizer through the 
purchase of East German potash. However, we know the hundreds 
of farmer members of the GLE who have sons or may have sons in 
Korea and other areas fighting the Communists, would definitely 
veto the purchase of this potash regardless of any saving in fertilizer 
costs 
It seems to us that sending thousands of American dollars behind 
the Iron Curtain is helping to defeat the policy of not trading with 
the Communists. The policy of the GLF is to refuse to purchase 
East German potash regardless of cost. 

Mr. Horven. Thank you. 
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The name of Mr. Charles D. Lewis is on my list of witnesses. Do 
vou want to be heard at this time? 

Mr. Lewis. Mr. Chairman, I withdrew my request to be heard 

Mr. Horven. Are there any other witnesses present who would 
like to be heard? 

No response 

Mr. Horven. If not, this committee will adjourn subject to the call 
of the Chair. At alater date we expect to hear from the State Depart 
ment on this question and may want to go into other matters which 
pertain to the problem we have been considering. 

If there is nothing further, the committee will stand adjourned sub- 
ject to call of the Chair. 

(Whereupon, at 12:10 p. m., the subcommittee adjourned, subject 
to the call of the Chair. 
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TUESDAY, JUNE 9, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON SPECIAL FERTILIZER 
AND FarmM MACHINERY OF THI 
COMMITTEE ON AGRICULTURE, 
Washington, D C 

The subcommittee met at 10:05 a. m., pursuant to call, in room 
1310, New House Office Building, Representative Hoeven presiding 

Present: Representatives Hoeven (chairman), Harvey, Belcher, 
McIntire, Wampler, Abernethy, Gathings, and Polk. 

Also present Representative John Dempsey 

Mr. Horven. The subcommittee will come to order. 

The hearing this morning is a continuation of a prior hearing held 
making inquiry as to the importation of potash from East Germany 
and countries behind the Iron Curtain. 

The first witness this morning will be Mr. George E. Pettitt of 
the potash producers committee. Mr. Pettitt previously testified 
before the committee; but I understand he has some supplemental 
information he wants to present at this time 


Mr. Pettitt. 


STATEMENT OF GEORGE E. PETITT, VICE PRESIDENT OF THE 
POTASH COMPANY OF AMERICA 


Mr. Perrrr. Mr. Chairman and gentlemen of the committee, my 
name is George E. Petitt, and I am vice president in charge of sales 
of the Potash Company of America 

As you remember, | made a statement to this subcommittee on the 
occasion of the earlier hearing in this matter, and I appreciate your 
courtesy in inviting me to present any further facts | may have at 
this time 

I do not intend to repeat my former testimony, as | am sure you 
are all familiar with the facts we offered. I would like to inform the 
committee, however, that reports reaching us indicate that offerings 
of Russian potash at cutrate prices apparently are still continuing 
along the east coast. 

In fact, I am informed through trade sources that a shipment of 
some 8,000 tons was unloaded in Savannah, Ga., during the week of 
May 24 and placed in a warehouse there. I do not know if this has 
been sold yet, but I was told it was being offered at a price of some 
$30 per ton. This, you will recall, is some $8 per ton below domestic 
prices, and, as far as my own company is concerned, is less than we 
can afford to mine, refine, and ship it to the coast from our mines in 


New Mexico. 
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Since my first appearance before this committee, there has come to 
my attention additional material citing evidence of a master Soviet 
plan to dump various products on the world market, aimed at dis- 
rupting normal trade and wrecking western industries. 

This suggests that the dumping of Russian potash on the American 
market, at prices less than domestic producers can mine, refine, and 
ship it to the east coast, may be much more sinister than just an 
attack on one Industry 

Close students of Russian policy have warned that we may antici- 
pate major Soviet concentration against the trade economy of the 
west in the next few years, and have specifically pointed to dumping of 
agricultural products on world markets as one of the weapons 

In an important study sponsored by the Research Institute of 
America, Prof. Harry Schwartz, of Syracuse University, Soviet 
affairs specialist for the New York Times, has outlined apparent 
Communist conspiracy goals for the future 

Basing his conclusions on statements of the Soviet leaders them- 
selves, including the long reports of Stalin and Malenkov before the 
All Soviet Communist Party Conference last fall, he warns that we 
may expect these objectives: 

Destroying American access to foreign raw materials, promoting 
disunity among the non-Communist nations, capturing by the Iron 
Curtain nations of present American markets, and ‘‘dumping”’ of 
surplus goods by Russian-dominated nations in order to wreck 
markets and industries of the Western World. 

Stalin’s talk of surpluses in the Soviet bloc may well mean a new campaign of 
dumping on world markets, perhaps by 1955 or shortly thereafter— 
the report warned 

A surplus in any Stanlinist country means simply, in Communist society, a 


commodity which the government finds it economically or politically expedient to 


export 


In a recent letter, the Whaley-Eaton Service pointed out: 


Unlimited economic warfare by Russia complicates the trade emergency in the 
west Agreement on a counteroffensive is an underlying goal of the Big Three 
Bermuda Conference What conclusions Eisenhower, Chruchill, and tne new 
French Pre er reach will vitally affect business and life throughout the free world. 


This authority goes on to warn 


I s the newest phase of the cold war—the so-called peace offensive: 

| every meat ncluding the west’s own most powerful weapon, the dollar— 
to split the free world into fragment hen pick off the pieces. Find the weak 
spot Exploit then If there are none, create them. 

Where goods are in surplus, buy them (but not in the United States). Where 
they are short, supply them. If markets are soft, strengthen them. 300st the 


price of Australian wool. List cola for Japan at bargain prices. Sign a barter 
deal with Argentina. Order electrical machinery in Britain, steel in Schumania, 
engineering equipment in Germany and France, cotton in Egypt. 

Buy with dollars on dollar goods. Sell for soft currencies and loacl surpluses. 
Break America’s basic export markets. Pirate her foreign supply sources. 
Blame the United States for trouble anywhere—divide, divide, divide. 

When it is remembered that Russia sold potash in this country for 
as much as $50 per ton in 1950 when a Communist union strike had 
disrupted domestic production and supplies, and that now, with 
domestic supplies adeyuate, the are offering it at less than cost, the 
dumping pattern becomes clear. 


ce Pa th 
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Admittedly, this is only a threat at present and the amount of 
potash they have been able to sell so far this year appears nominal, 
but unless the offerings are halted it could suddenly snowball. 

Such a development could most certainly lead to a disruption of 
American potash production. The mines cannot continue to produce 
without a market and my company, for one, cannot meet the Russian 
price when freight costs from Carlsbad to the Atlantic coast are 
included. 

Thus Russia’s objective of wrecking the domestic industry could 
become a reality. 

I should like once again to stress that neither my company nor 
other domestic potash “producers are objecting at all to legitimate 
competition and imports from friendly nations where the profit factor 
makes competition fair. We believe in normal trade between free 
nations. However, we do insist that an American industry, which 
must pay fair wages, high taxes and other incidental costs and which 
must show a profit to its stockholders in order to exist, is helpless 
before the political machinations of a slave labor state in which state 
advantage is the only objective. 

It seems to us that our industry is clearly facing such tactics from 
the Communist areas, and again we appeal to you for support in 
meeting such threats. 

Thank you for your courtesy in hearing this further statement 
from me. I shall, of course, be happy to answer any questions 
which any committee member may have. 

Mr. Hoeven. Mr. Petitt, in your statement as to the Russian 
conspiracy or objectives, do you mean to quote from a study spon- 
sored by the Research Institute of America? 

Mr. Perirr. That is right, sir. 

Mr. Hoeven. Prof. Harry Schwartz? 

Mr. Peritr. That is right. 

Mr. Horven. Do you have that report? 

Mr. Perirr. Well, I have one copy. I think I can furnish a copy. 
I have not a copy for the record, no, sir; but I shall be glad to furnish 
you one. 

Mr. Hoeven. I think it would be valuable to have the original 
report for the record or a copy thereof. 

Mr. Perirr. I will see that you have a copy. 

Mr. Hoeven. Do you know anything about Prof. Harry Schwartz’ 
background? 

Mr. Perirr. No, sir, I do not. 

Mr. Horven. Are there any questions? 

Mr. Harvey. Yes, Mr. Chairman. 

I note here that while the problem you have presented to us is 
only insofar as your industry is concerned, one phase of the whole 
problem. You do comment upon the problem of domestic industry 
in competing with foreign trade, and I, as one member, have been 
hearing quite a lot recently about the slogan of trade, not aid. Now, 
it seems to me that this proble m which confronts us with regard to your 
industry as a case of point, we have a lot to take into consideration. 
First of all the beginning of our total economy comes from the raw 
products of which potash is one—comes from the soil and the agri- 
cultural products thereof. 
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You are saying here that you are willing to meet fair competition; 
| believe that is correct, isn’t it? 

Mr. Perrrr. Absolutely correct; ves, sir. 

Mr. Harvey. And the United States has recently renewed negotia- 
tions, trade negotiations, with Czechoslovakia. They are also con- 
ducting trade, probably of a more limited nature, with Poland. 
Those are satellite states 

| wonder if you would think that we could logically trade with any 
of the Lron Curtain countries? 

Mr. Perirr. No, sir; | do not, Mr. Harvey. I think that any time 
that we are at war with a nation or a group of nations, and thev are 
killing our sons and our fathers and brothers, and admittedly with a 
statement by their leaders that it is their aim to wreck us, to ruin us 
to bleed us white, | think we are foolish to trade with them. 

Mr. Harvey. The standard of American labor with regard to the 
wages is verv high 

Mr. Perirr. Yes, su 


Mr. Harvey. It is especially so when compared with even the 


’ 


rt] ee nations of the world. Do you have within your industry 
competition from the so-called free nations? 

Mir. Perirr. Competition as far as labor is concerned? 

\I HARVEY Well competitlon so far as the potash industry is 


concerned 
Mr. Perrrr. If | understand your question correctly or the mean- 


ng of vour question, we are having competition from other free enter- 


prise nations; Ves, sil 

France, Western Germany, Spain; all of whom are in strong com- 
p on in th market 

Mir. H y. Well, can you compete with—compete successfully 
with those nations who obviously have a much lower labor cost than 
Vo Af 

Mr. Peri Yes. sir, | think we can. We have up to now. We 
have demonstrated that we can. We came as an infant industry into 
competition with those countries when they had to pay taxes and pay 
fair wages—relatively fair wages. And we gained a very substantial 
portion of that market certainly up to 50 percent before World 
War I] {nd up to now we have successfully competed with those 
countries where they hay to Dav a fair wave relatively and have to 
pay taxes and have othe incidental costs similar to our own. 

But we certainly cannot compete with a slave-labor state. 

\Ir. Harvey. What percent of the consumption within our own 
( intrv is the domestic industry produ Ing? 

Mr. Perrrr. | am quoting from memory, Mr. Harvey. I think 
consumption of domestic sales last year was something on the order 
ol 1,700,000 tons This is relative [t may not be exactly correct. 


[ think it was approximately by 1,700,000 tons; in imports about 
295 OOO 

Mr. Harvey. In other words, you have almost 80 percent of the 
domestic market as of now 

Mr. Perrrr. That is right 

Mr. Harvey. And you are not complaining about competition from 
the so-called free countries? 

Mr. Perirr. No, sir, we made that very clear or tried to make it 
very clear in our original statement that we did not. 
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Mr. Harvey. Now, there is just one other question; and it is a 


question that has puzzled me quite a lot. And that is that in the 
realm of international trade, there is a good deal of shuffling of goods, 
as you know. Now, it is true, and we should recognize it, that within 


Western Kurope there is a great deal of exchange of voods How 
can we be sure that the potash that might be imported to this country 
if we shut off the Lron Curtain imports will not come through a second- 
ary or third hand and accomplish the very objective that you are 
deploring? 

Mr. Perirr. I do not know how you could forestall that happening. 
[ think that is a possibility. However, I think it is quite easy to 
recognize shipments from East Germany and the other satellite 
countries for the same reason that the French imports and the 
Spanish imports are handled by one company They have exclusive 
sales rights. They handle the entire production of those two countries 

And the West German material is handled by one company exclu- 
sively. Anything coming in here from other countries by importers 
other than those two companies is very readily recognized as coming 
from East Germany. 

Mr. Harvey. Well, I will agree that you could probably recognize 
imports and distinguish between those that are coming from free- 
enterprise nations and those that are coming by subterfuge from 
[ron Curtain countries but the question that I have is if we could or 
should attempt to block or dam up this outlet; we cannot spell these 
things out in the law, as you well know 

What assurance have we that we won’t be getting the same end 
result by a little more roundabout method? 

Mr. Perrrr. | am no Moses; I do not know how that you could 
prevent people from scheming and doing such things. But I think 
| would be able to recognize it if it came from East Germany. 

Mr. Harvey. You could concede that it would be possible that 
the countries that are now sending only their own domestic pro- 
duction—I say domestic within the terms of the area of their own 
countries and other surrounding free enterprise countries—it is con- 
ceivable that those countries could even commingle with the products 
from the Iron Curtain countries? 

Mr. Petirr. Yes, that is conceivable. In other words, if I under- 
stand you correctly, I think the West Germans could be handling 
some Kast German material. 

Mr. Harvey. Yes. If it became immensely profitable through 
the Russian program to do so, they could comingle with their own 
products; and theoretically we would still be trading with West 
Germany. 

Mr. Petirr. That is true. I think that is entirely conceivable, yes 

Mr. Harvey. I do not bring out these points, Mr. Petitt, to at- 
tempt to confuse you or to confuse the issue either. I am simply 
pointing out the fact that in approaching the practical realities of 
this problem that the Congress has many factors to take into con- 
sideration and you cannot solve them by simply saying ‘‘Well, we 
will have no Iron Curtain imports’; because when you recognize 
how the international trade pattern has functioned in the past, 
I think you recognize that it is not just a simple problem. That is 


all. 
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Mr. Perirr. Mr. Chairman, may I just say one thing to Mr. 


Harvey I readily recognize that difficulty, Mr. Harvey. And | 
certainly would not ever attempt to accuse you of trying to confuse 
the issue. I think you have been very fair and considerate. 


On the other hand I think that steps could be taken which would 
make it more difficult even though they were not perfect—probably 
we could do something to circumvent this trade with the Iron Curtain 
countries 

Mr. Hoeven. | think the evidence before this subcommittee at the 
present time clearly indicates that there are ample supplies of the 
potash to meet all domestic needs; isn’t that true? 

Mr. Perirr. Yes, sir. Domestic supplies plus other free enterprise 
imports 

Mr. Hoeven. Plus importations from the free nations; yes 

Mr. Perirr. That is right. 

Mr. Horven. There is no necessity for importing potash from 
countries behind the Lron Curtain? 

Mr. Perrrr. That is right 

As a matter of fact, Mr. Hoeven, I would like to Say as an officer 
in charge of sales that we are finding right much difficulty in selling 
all of ours this vear. 

\ir. Horven. In other words, you are objecting to importations 
from countries behind the Iron Curtain when the domestic supply is 
sufficient and it can be augmented and supplemented by importations 
from the free world? 

Mr. Perrrr. That is correct, sur 

Mr. Horven. In your statement, you make reference to the fact 
that German potash is being brought into this country at a price of 
about $30 a ton which is some $8 per ton below domestic prices. 
And, as far as your company is concerned, that is below the cost of 
production. 

What is the situation as it pertains to importations from the free 
countries of the world? What is the price differential existing, if any? 

Mr. Perirr. The price, Mr. Hoeven, is approximately competitive. 
They are slightly under our prices de pe nding on the port of importation. 
They have announced a price of 57 cents a unit, X-vessels quarts, 
regardless of the quarts. Freight-rate structure from Carlsbad; the 
cheapest port of entry from Carlsbad is Jacksonville; and, as you come 
up the coast from Jacksonville to Savannah, to Charleston, to Wil- 
mington, the rate gradually increases; because there is more mileage 
nvolved. 

And then from Wilmington, N. C., including the ports-of Wilming- 
ton, Norfolk, Baltimore, Camden, Carteret, New York, the rates are 
blanketed for those ports. But they are still higher than the southern 
ports. So that at some points, when you go on up to New England 
ports like Searsport, Maine, Boston, those rates become conside rably 
higher. That is the rates from Carlsbad to those points. So that 
with a fixed price at all ports, at some points, their price will be 
approximately the some as ours, and at other ports, it will be con- 
siderably cheaper where our freight rate increases 

In other words, what it looks like is that they established the price 
at the cheapest port to Carlsbad that would meet our price. And 
then from then on up the Cosat, it gets gradually cheaper to the 
buyer Sut, we will face that type of competition 
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Mr. Horven. You are not complaining about those imports? 

Mr. Perirr. No, sir. 

Mr. Apernetuy. I have one question, Mr. Petitt. The Mine, Mill, 
and Smelter Workers Union was labeled as a communist dominated 
union by the CIO, was it not? 

Mr. Perirr. Yes, sir. 

Mr. Anernatuy. And expelled? 

Mr. — Yes, sir. 

Mr. Apernetruy. That union still operates in some of the mining 
regions of the potash fields and I think it is the dominant union with 
several operations out there now, is it not? 

Mr. Petirr. That is correct, yes, sir. It is with us. 

Mr. ABERNETHY. Were they on strike about 1949? 

Mr. Perirr. 1950. 

Mr. ABERNETHY. Were we importing potash then from the Com 
munist areas? 

Mr. Perrrr. Up until that time practically none, Mr. Abernethy. 

Mr. AperRNeETHY. It began to come in about that time? 

Mr. Petirr. Correct. 

Mr. AnerNeTHY. What was the price of the potash? 

Mr. Perirr. Well, it sold for $50 a ton approximately. 

Mr. AperneTHY. What was the domestic price? 

Mr. Petirr. About the same as it is now. About 62 cents a unit 
which would be about $36 or $37. 

Mr. ABERNETHY. Now, when that strike was settled, the materials 
that were brought in from these Communist areas, the price dropped; 
is that not true? 

Mr. Prtirr. It did over a period of time. As long as it was scarce, 
Mr. Abernethy, they were optimistic and took all that the tariff would 
take, all that it would stand. 

Mr. AnerNetuy. That is what I am trying to get at. 

Mr. Petirr. As domestic increased and imports from the free 
enterprise countries of Europe increase, and competition became tight, 
they began to drop, drop, drop. And now when it has become 
plentiful, they arre just dumping at any price. 

Mr. AnerNeruy. They were off about 40 percent of the price, then? 

Mr. Perirr. That is all. 

Mr. Aperneruy. Thank you. 

Mr. Perirrr. Mr. Hoeven, if you would like I have only one copy 
of this special report. The one that you were inquiring about. If 
you would like to have a copy of it for the record 

Mr. Horven. I would say to the reporter that the committee will 
determine whether or not the entire article is to go in to the record. 
However, I would like to have you make it available. Thank you, 
Mr. Petitt. 

Mr. Petirr. Thank you. 

(The special report is as follows:) 


SpectaL REPORT 
October 17, 1952 


A critical point in contemporary history was reached with the close of the Con- 
gress of the Soviet Communist Party last week. You will be affected as an indi- 
vidual and businessman, directly and indirectly. 

After contacting RIA correspondents overseas, and exchanging the views of 
RIA staffs in Washington and New York, we believe that the mcst cogent appraisal 
of the new Communist line is in the following analysis prepared for the Institute 
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The goal of world communis remains the ultimate objective In Stalin’s 
omewhat Aesopian terminolog. n order to destroy the inevitability of wars, 
necessary to destroy imperiali that is, all non-Stalinist governments 
2. The economic and military strength of the Stalinist world is now at an all 
time hig! with 800 million people, roughly one-third of the world’s population, 
lirect] or indirect! ubject to the Kremlir Soviet industry has not only fully 
recovered from the great destruction of World War II, but the military-economie 
potential of heavy industry in the Soviet Unior now roughly twice as great as 


1940, and far greater than at any time during World War II. 
I I th of Stalin’s bloe is not, however, sufficiently 


great for him to want to risk his power in a world war III during the immediate 


future Instead, Stalin would prefer to spend the next few years building up 
more muscie while seeking to weaken the opposition of the Western Allies by 
nereased use of tactics designed to divide and conquer. Stalin has not fully 


ruled out the possibility of world war III in the near future, however, and aims 
to increase his already great military strength as rapidly as possible. 


Stalinist tactics in the world arena 


The basic analysis of the current world situation which will guide both Soviet 
liplomacy and the programs of the Communist parties in free w rid nations was 
provided by Stalin in his 25,000 word pamphlet, On the Economie Problems of 
Socialism 

rl analysis sees the economic problems of the capitalist world as the key to 
he world situatio1 Implicitly or explicitly, Stalin bases his appraisal on three 


There is a world market of roughly constant size. 

The free world will soon experience very great economic difficulties. 
Capitalist businessmen are guided only by the lust for maximum profits 
and the governments of free nations are guided essentially by these interests. 

Capitalist economies have lost much of their old capacity for growth 
\gainst the background of these assumptions, Stalin singles out as the most 
crucia developm« nts of recent vears the l nited States-sponsored ban against 
hipments of strategic goods from the western world to Soviet-bloe countries 
Chis embargo, in Stalin’s view, has divided the world into two largely independent 


trading markets Che non-Soviet market is now sharply smaller in size and profit 
potentialities, Stalin stresses, because of the loss of China, Eastern Europe, and 
the Soviet Union. Confined to a reduced sphere, the competition and rivalry of 


capitalist businessmen must inevitably grow sharper, and will reach a point of 
crisis in the future as capitalist depression brings widespread unemployment and 
lack of sales. The consequence must inevitably be wars within the non-Soviet 
bloc, conflicts which will probably flare much sooner than any general war with the 
Soviet world, 

Stalin sees the United States as the key element in this situation As the most 
powerful capitalist nation, it will seize ever more markets, raw material sources, 
and colonies from Great Britain and France. Forced at last to defend their own 
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tion to neutralists, isolationists, Bevanites and businessmen and workers in 
depressed industries. 

6. Stalin’s talk of “‘surpluses” in the Soviet bloc may well mean a new campaign 
of dumping on world markets, perhaps by 1955 or shortly after. A ‘‘surplus”’ 
in any Stalinist country means simply, in Communist society, a commodity which 
the government finds it economically or politically expedient to export. The 
threat behind Stalin’s words is that the governments he dominates may sometime 
in the future try to break prices in world markets by suddenly unloading large 
quantities of commodities which those countries now export to only a limited 
extent or not at all. The parallel, of course, is to be drawn with the early 1930’s 
when large Soviet grain exports helped demoralize world grain markets and drive 
prices catastrophically low (although in that period it was Russia’s desperate 


need for foreign exchange—not outright economic warfare—which provided the 





Challe nge for our time 





far important facts of the Soviet economy and 
ary strength lie obscured in the mass of material made public 
K id he past 2 months. With typical Red indirection, 
key policy changes were also veiled and fogged by the Alice-in- 
\\ lerland language of the Marxists his report separates the 
ty from the rhetoric, the significant from the misleading. It 
a tates what seems to be the required response of United States 
o the Soviet challeng Some of the steps involved may 

ately prove to be matters of life and death. 


To sum up: the Stalin pronouncement is virtually a declaration of economic 


warfa uinst United States foreign economic policy, aimed at breaking up exist- 

operation—especially with Western Europe—and depriving us of foreign 
ra aterials, markets and vestment opportunities. Stalin is assuming that 
é ng and increased future economic isolationism in this country—particularly 
pressure f 1 vested American interests seeking to hold or increase their share of 
our markets against foreign competition through Government import restrictions 
will 1 aid his pla 

. 


THE SOVIET ECONOMY TODAY 


Sec 1 in importance only to the above is the information which has now been 
m regarding the present productive capacity of the Soviet Union and 
tl a ught to be attained by 1955 [In his speech last Oetober 5, Malenkov 
abruptly ended the seerecy surrounding Soviet industrial production, for the first 
ti presenting current ¢ put statistics in clear, unambiguous form. He did 
so boastfully, and with g 1 reason His data show clearly that the Soviet 
economy has made enormous progress since World War II and is at the highest 
point in its history. For those who are skeptical of Malenkov’s boasts, it should be 


said that his figures are not unreasonable in the light of past information and that 


past experience suggests that on this matter Soviet leaders do not utter out-and- 


he record of Soviet economic progress in the most important industrial raw 
materials and key c umer goods is shown on the next page. 

‘The magnitude of the Soviet achievement is clearly evident from these data. 
It can be ignored only at our peril. In the past 5 years, Stalin’s government 
has roughly tripled production of pig iron, steel, and electric power. It has 
doubled coal output and increased petroleum production 150 percent above the 
1945 level. Compared with 1940, these figures suggest that heavy industrial out- 
put in 1952 is about twice that of the last full prewar year. ‘The official Soviet 
index released by Malenkov claims that heavy industrial output this year is 2.7 
tims as great as in 1940, but this is probably a substantial exaggeration. 

How these feats were accomplished is hinted at by the data on the two consumer 
products noted in teble I, “Leather shoes and cotton textiles.” Compared 
with 1945, production of these commedities has quadrupled and tripled, 
re: pectively. ‘Set compered with 1940, the 1952 outputs are only 20 percent and 
30 percent higher—far smaller pereente ges than in the case of the industrial raw 
matcrials, In short, the Soviet Government wes able to make its enormous heavy 
indusirial progress of the last 7 yeers largely because it braked the consumer- 
goocs industries during the postwer period. The economy was distorted in favor of 
military-cconomic production even more than hed been the case in World War II. 
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It should be remembered, too, that in 1952 the Soviet population is almost 10 
percent larger than in 1940 (about 210 million as against 193 million) so that a 
substantial part of the gain in consumer-goods output between 1952 and 1940 


suffices merely to take care of the larger population. 


TABLE | Soviet production of key commodities in 1940, 1945, and 1952 
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In the case of grai bas Soviet food, | | rnol pr ment i i 
for the consumer Malenkov’s announcement ates that grair tput ft 
year is about 130 million metric tor But this is onlv s 10 percent mor al 
the 119 million tons claimed for L940. Since populatio as increased by about 
Same percentage, per capita eral ppl uve re ( } 
after being well below them for over a decad 

In considering Soviet figures like these, it shouldebe borne in mind that Sovi 
harvest announcements for grain and other crops are stated in terms of the crop 
grown in the field, without allowance for considerable losses incurred during 
harvesting and transportation. 

Soviet cotton production, however, is now at a record high, probably in tl! 
neighborhood of 5 million bales this year Che So t Uni ady exporting 
large quantities of cotton to its satellites. If present expansio 3 are realized, 
the Soviet may become a factor in the world ma as a t exporter of 
cotton within the next 5 to 10 years. 

Comparison of Soviet and United States production 

The Communist Party’s directives for the fifth 5-year plan make it plain that 
present production will be substantially raised during e next few years in the 
hope of bringing Soviet output closer to American levels, as shown in table I] 

Incomplete as these figures are, they suggest that in the next 3 years Sovict 


leaders plan to increase their heavy industrial capacity and output by at 
25 percent. Most striking is the fact that if their plans are realized the Soviet 
Union will have available in 1955 more aluminum than was produced last year in 








Canada, at present the world’s second largest producer 

Kealization of the goals for consumer goods would sharply improve the Sevi 
standard of living, but still leave it far below America’s Che ambitious coal 
of boosting grain production by roughly 40 percent between 1952 and 1955 seems 


unlikely of realization, though some further improvement is likels 
Comparison of the 1955 Soviet goals with United Sts output in LOSL ine ute 
that even complete Russian success would leave industrial production 3 year 


from now still far below our production last year—about 50 percent lower 
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It also points up more sharply the necessity of making equitable agreements with 
underdeveloped countries which will compensate them for raw materials ship- 
ments and minimize resentment against those exports 

1. Probably because it was begun too late, the United States policy of barring 
strategic exports to the Soviet Union and its allies has failed to prevent the rapid 





growth of Soviet military-economic potential At most this policv has made the 
Kremlin’s job harder and achievable only at greater sacrifice in the standard of 
living r} » consoling thought is that wit! t ir embargo, Soviet military- 
economie strength would probably be even greater today than it actually is For 
the future, the embargo must be viewed primarily as a means of slowing Soviet 
2 \ It ca 101 He { 
2 Ss e Sovie litary- ( | tial—a s tl pote ul of ‘ 
entitr Red bloc will enlarg steadil TO! he foreseeable future the strains 
placed upon the free world will increase rhere is no foreseeable end to the nee 
for large military expenditures and sacrifices for defense Rather, as Soviet 
it ed n slies, alrpowel and other weapons increase our eed 
lei rces, our expenditures are likely to increase rather than decrease 
( tl or ! cin ada ( 1 view f tl id s 
t Vv vear f t foreseeah] ‘ ( to be more danger 1 
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Mr. Horven. The next witness will be Mr. Raymond Vernon 


Acting Director Office of Economic Defense and Trade Poliey, 
Department of State. 

Mr. Ve ron, do you have a prepared statement? 

Mr. Vernon. Yes, sir, Mr. Chairman | would appreciate the 
committee giving me an opportunity to read it. I did not have the 
time, Mr. Chairman to prepare enough copies for the entire com- 
mittee But I would like to make available all the coipes that I do 
have 


STATEMENT OF RAYMOND VERNON, ACTING DIRECTOR, OFFICE 
OF ECONOMIC DEFENSE AND TRADE POLICY, DEPARTMENT OF 
STATE 


Mr. Vernon. My name is Raymond Vernon. I am the Acting 
Director of the Office of Economic Defense and ‘Trade Policy of the 
Department of State 

I want to begin my expressing the Department of State’s apprecia- 
tion for the opportunity of presenting its views to you on the subject 
of potash imports from East Germany. This is a problem which 
needs the study and understanding of the Congress and the public. 

The problem exemplified by these potash imports is a very difficult 
one. It is particularly difficult to try to define the right policy in 
terms of any individual commodity such as potash, since that police: y 
has to be decided in terms of our total strategy toward the Soviet 
iniee and its satellites. As you may know, the entire problem of 
East-West trade is now being reviewed by the National Security 
Council. Accordingly, the views expressed in this statement must be 
regarded as a tentative expression of interim policy. 

As far as existing United States laws are concerned, they provide a 
fairly firm expression of policy as regards United States exports to the 
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Soviet bloc, but little regarding imports. The policy on exports, as 
stated in the Battle Act, is to embargo the shipment to the Soviet 
bloc of arms, ammunition, atomic energy materials, and other items 
of primary strategic significance. In this connection, this Govern- 
ment has long since established very stringent licensing controls on 
exports and has arranged with other nations of the free world that 


they impose very similar controls 
The policy to be followed on imports from the Soviet bloe is far 
less clearly defined. No answer to the problem is prescribed by pres- 


ent law. Apart from the provisions in the Trade Agreements Act 


which de ny the poviet bloe countries tariff and trade concessions made 


to other trading nations, and apart also from those specific restrictions 
in that act upon the importation of part lar commodities, there are 
no express proi tions in our laws against Importing materials from 
he Kur } Soviet bloc The matter thus 1s left in the realm of 
CX political poli 

»some of the pertinent policy considerations, it is 
note first our actual experience with the flow of imports 
P| the Soviet bloc. he fact of the matter is that, due to the 
SOV It I : Wh inner compulsion eC ports irom the s viet bloe to 
the free world hay reatly declined Both on account of Soviet 
OL nd oOo 4 nt of t! demands of industrial and agricultural 
Line SOVIE orbit t | mNntries of the free world, 
nee the end of World War Il, have found less and less of Soviet 

) l I lable hem 
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\\ a inclined to accept thi atter interpretation of the facts 
lL ew of the imp 1) sh as an agricultural material and 
tine ol i SOVIET rid to reas ts agricultural production, 
it we ( u vy that the b ild employ exports of potash 
merely to serve vague aims of economic dislocation in the free world. 
Als this were the Sovu ose behind the potash movement, we 
should expect to iind similai havior with many more products, and 


particu.ariy products better calculated to disturb the economy of the 
free world. Yet, such behavior is not readily apparent. 

At least not vet (nd | want to interpolate Dy saying that 
Dr. Harry Schwartz’ views on this subject are views which deserve 
respect and deserve the most careful consideration. He may well in 
time prove to be right 

Mr. Hoeven. Will you give us something of the background of 
Mr. Schwartz‘ 

Mr. Vernon. I do not know it too well, Mr. Chairman, except to 
say that he is a respected authority in the field of Soviet behavior and 
a careful student of Soviet policy. He teaches at Syracuse University. 
I am speaking at this point of our best estimate of Soviet behavior to 
date. Maybe it will change, but we do not yet think we are faced with 
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anything but the premonitions or early rumblings of such a change if 
it ever occurs. 

Furthermore, the exports of potash from East Germany also have 
reflected a declining trend. This decline is in accord with our general 
experience concerning Soviet exports to the free world. 

Experience would seem to indicate, therefore, that the problem of 
potash imports from East Germany is one which time may take care of. 
In the meantime, the imports would not appear to present an unduly 
urgent problem from the standpoint of economic impact. Imports of 
East German potash into the United States during 1952, according to 
Department of Agriculture figures, amounted to only 97,000 short 
tons, as contrasted with United States production of 1,370,000 short 
tons, 

Let me say that the largest shipment during 1952 took place in 
January of 1952. And there has been a declining trend ever since—a 
rather marked declining trend. 

In January and February of this year, according to the Bureau of 
the Census, imports of potash from East Germany fell to about 3,000 
tons for each month. 

We were not aware when we came to this morning’s hearing of the 
8,000-ton shipment that the previous witness testified to. I would 
say that even if that is the case, as I am sure it must be, the trend is 
still substantially and markedly downward. 

Now, that is not to say it may not reverse itself in the future. It 
may. But on the basis of our information to date, what we have 
behind us is a marked decline in these imports. 

Another important factor to be weighed In connection with these 
imports is the obvious caution which the West must exercise in taking 
the initiative to cut off a flow of material from the East, particularly 
a material important to industrial or agricultural production. Al- 
though we understand there is no scarcity of potash in the United 
States today, we might at some time in the future again face condi- 
tions of short supply either here or elsewhere in the free world. At 
least, it would seem the better part of wisdom, from our own security 
standpoint, to want to think a long time before we, of our own accord, 
denied ourselves even a small supply of an important commodity 
which we were able to extract from the economy of the Soviet bloc. 

I should point out that the Department of Commerce maintains 
potash on their so-called positive list today, which is the list of all 
commodities whose export ought to be controlled on account of 
strategic or short-supply reasons. 

This problem is further complicated by certain political-psychologi- 
cal factors. The source of these shipments is East Germany. While 
we must recognize that East Germany is today part and parcel of the 
Soviet orbit, we would hope that this situation is not irrevocable. In 
these respects our policy toward the satellite countries must remain 
somewhat flexible; we would do well, to the extent possible, to avoid 
acts which could be interpreted as an assumption of the irrevocable 
loss of the satellite areas to the Soviet orbit. 

A brief comment is pertinent on the point whether the Soviet 
bloc should be permitted to earn dollars by sales to the West. 
Although we have understood that some East German potash exports 
have represented barter transactions, in which tobacco has been 
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exchanged fo potash, it may be that others have resulted from 
outright sales in dollar terms. Whereas the United States has taken 
steps to prevent the acquisition or use of dollars by nationals of 
Communist China and North Korea, such measures have not been 
employed with respect to the European Soviet bloc. The fact is 
that the European Soviet bloc can readily fill its dollar needs through 
sales of gold or commodities, and services outside the United States, 
and there is no system by which Soviet acquisition of hard currencies 
ed, short of regulatory devices 
ler present conditions. Thus, 
although any dollar payments for the potash would constitute an 

litional factor to be weighed in considering the immediate problem, 


it would not seem that this factor would be a controlling one 


through these means could be prevent 


so extensive as to be impractical nit 


As you can see from the considerations noted above, the problem is 
difficult one, in which hasty action may prove undesirable from the 
viewpoint of our total interests 
Importers of potash have requested the Department’s views on this 
| | 
probiem In reply the Department has made essentially the same 


points as are made in this statement. The Department understands 
hat. on the basis of these rep! es, there have been reports in the trade 
that the Department has “approved” or “encouraged” potash imports 
ym the Soviet bloc. As you can see, such a representation would be 
ad mrt f the Department’s view on the subject 
Mir. Horven. Thanl ou, Mr. Vernor 1 an glad to have you 
cle: p the matter referred to m the last paragraph in your letter, 
O tate that “the Department understands that on the basis 
of tl there have been reports 1a the trade that the Depart- 
ment I ipproved’ or ‘encouraged’ potash imports from the Soviet 
vou can e such a representation would be a distortion of 
he Depart : vs on the subject 
In ‘ efey to that point for the reason that the Chair has 
een advised that certain letters have been sent out to the trade 
tal mo or le¢ specifically that the carrying on of trade with 
Kast Germa had the distinct approval of the State Department 
d in fact t] he State Department was encouraging such trade. 
Mr. Vr1 yn I would hi to underline this paragraph this last 
paragraph, and to state categorically that that is not so. It is very 
dif] It in a subject of this sort where you want to be very judiciou 
in hat vor and weigh the pros and cons carefully not to be 
misinterpreted. And | think that any representation that our care- 
ful itements to the trade represent encouragement or approval 
either means we drafted badly and did not reflect our attitude or 


there has been, in fact, a distortion of statements made by us. 

We have not approved or encouraged such trade 

Mr. Harvey. Mr. Vernon, on page 5 of your statement down near 
the end of the one complete paragraph, you sav: 


Ther no svstem by which Soviet acquisition of hard currencies through 
t} meat ould be prevented short of regulatory devices so extensive as to 
be practica nd present Conaitio! 


Then, turning back to page 4, you say in the middle paragraph 
acain: 
Although we understand there is no scarcity of potash in the United States 


today. we might sometime in the future face conditions of short supply either 
here or elsewhere in the free world 
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Now, is not it true that that could work both w ays that the Soviet 
bloc might want to get us in a position of depending upon them to 
the extent that we might even discourage or reduce our domestic 
production or trade with friendly countries and then shut it off at a 
very critical time and thereby embarrass us very materially? 

Mr. Vernon. Yes, sir I agree that that is a possibility that we 
must never rule out in our dealings with the Soviet bloc 

[ think that is a risk that we must always watch out for. But I 
would assert that on the basis of the evidence as we have it to date 
they have not reached that stage. 

Mr. Harvey. What you are saying then, Mr. Vernon, is, is it not, 
that nearly every one of these cases has to be treated on an individual 


{ ‘ ] 


basi rather than set up any I | and tast ruie by whi h you Can be 


Mr. VERNON Well, that comes close to the point 1 am tryu Lo 


think my point is a shade different from that 


mal | 
It is this: that we have got constantly to measure Soviet intenti 
n this bu ( When we are clear that their intention has bs 
the one you have suggested, we may have to veer sharply in our policy 
\W ve ) LO ha ( fl XI lit We do hot dare lo ’ irsel ve ip 
~ the R S ins to some extent have done by hat ling ru iron id 
iles to th pe ypli that wor in their sys ind say You must 
ollow such and such a course; don’t u our judgment; don’t ust 
your sense; just follow this rule until the rule changed for you 
Our stren h is the fa and has been 1 the past the fact that we 
hay be rb { bye f] xibl We j ( ! ible do , cert I 
pmnoun ( sha owboxing. An ( VO ld ] LO Ke p 1 Vi 
ould like to be in a position to judge their intentions and shift 
r poli we see shifts in their policy. 
Mr. Hag I Mhi IS Just a i tle as L I m the Immediate ject 
t hance Dut It is on | st LO Mme And it certainly fall hin 


the purview of your immediate area 

We are still receiving, | understand, considerable quantities of 
Polish hams in this country And | just wondered, using that as a 
se in point, how you would justify that 
Mr. Vernon. Well, the one element of justification which would 
not be present would be the allegation that this might be a strategic 
material The other elements in our calculation would still apply, i 
think, on the whole 

This is probably not a plot on the part of the Polish ham trust to 
upset the pig producers of America. And it may be unwise totally to 


a 


cut off trade relations with Poland because of the psychological 
reactions that that might involve. We still have high hopes some 


day of seeing a Soviet Union with fewer satellites or no satellites; 
and we have always got to be in a position of being able to move 
if the opportunity presents itself with respect to our policy toward the 
satellites. 

Mr. Harvey. Might I only suggest—and I do very sincerely—tl 
[ visited Poland in 1949, at which time this was discussed with t 
people who were engaged in this line of business 

And I say again very humbly but respectfully that I think the 
State Department had better take another look. 

Mr. Vernon. We will be clad to do that, SII 

Mr. Hoeven. Mr. Abernethy. 


iat 


he 
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Mr. Anernetuy. Mr. Vernon, how long have you been in the State 
Department? 

Mr. Vernon. I came to the State Department in August of 1946. 

Mr. Anernetuy. Who directed you to come over this morning? 

Mr. Vernon. Who directed me? 

Mr. ABERNETHY. Yes. 

Mr. Vernon. When we get a request from a Hill committee to 
present someone to testify, our Assistant Secretary for Congressional 
Relations determines the person in the Department most appropriate 
to give that testimony; and in that case, | was designated. 

Mr. AnerNnetuy. You were designated by a superior in the Depart- 
ment? You did not come of your own accord; you were designated 
by a superior in the Department? 

Mr. Vernon. Yes, sir. 

Mr. AnerNnetuy. I am not trying to be political; I want to assure 
you of that. But is there any doubt in your mind but what you have 
expressed this morning the views of the Department as it is now con- 


stitu if 

Mr. Vernon. None whatever. I was very careful to insure that 
these views were the views of the Department; not mine. 

Mr. Anernetny. I certainly do not want to get off into anything 
that might embarrass you with your service or your position. 

You are an expert in this field. I want you to tell this committee 
in your own words just what benefits, if any, that the people of this 
cou are receiving by virtue of the trade that is now going on 
with these Communist-dominated countries. 

Mr. Vernon. Well, I think that is a terribly difficult question, 
Congressinat And I am not sure that my statement of it in my 
wore I Cy ticularly helpful 

I! would be glad to try. But I think this statement, in fact, 


x1 { 
attempted to describe the considerations which the Department of 


otate took into account 


Mr. Anernetuy. I know you mentioned the considerations; but 
ean you put your finger on any benefits which I, as an American 
citizen, am getting from the trade that is now rong on with some 


of our pe ople and others in the Communist-dominated countries? 

Mr. Vernon. Between the United States and these countries, you 
mean? 

Mr. AnerNetuy. Yes 

Mr. Vernon. | can put my finger on some loss which might con- 
ceivably go on if we cut it off at the wrong time. 

Mr. Asernetuy. What loss in the case of potash? 

Mr. Vernon. Well, the loss that could go on if we cut off trade 
there are several conceivable losses—perhaps the biggest loss is this 
basic terribly important psychological problem of what the Soviet 
satellites think we think their future will be. 

Mr. AnerNetuy. What they think that we think that what? 

Mr. Vernon. It wasn’t quite that complicated. 

Let me state it a little more simply. 

Let us take the groups within Poland and Czechoslovakia, who | 
hope are significant, who are anti-Soviet. Now, those people live on 
thin threads of hope that some day they can get back as part of the 
free world. 
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Mr. Anernetuy. [ presume you are about to base your statement 
on some trade that we are carrying on with the Polish people. 

Now, before you go any further with that line of thinking, do you 
know whether the “y actually know that the merchandise is being sold 
to us and is the money that we are paying for it actually reac hing them 
with knowledge of where it comes from? Do you know about that? 

Mr. Vernon. | do not know that. But I am not sure that that is 
the important question. 

Mr. Anerneruy. Well, I beg your pardon. 

Mr. Vernon. Your question was: What would be the effect? 
What harm would it do, if this trade were cut off? 

And I attempted to say I am not clear on the benefit; but I am a 
little clearer on the harm if it were cut off and I tried to describe that 
harm. And what I sought to say was that as soon 9s we embargo 
these trades with this area, all the people of Czechoslovakia and 
Eastern Germany will know it. 

Mr. Apernetuy. Who told you they will know it? 

Mr. Vernon. I am sorry, sir. I assume that they would know 
it, as a reasonable hypothesis. I could be wrong. On the basis of 
our past experience, I am reasonably sure that I am right. I am 
reasonably sure that the Soviet Union would make use of this as a 
propaganda weapon within East Germany. 

Mr. Anernetuy. We are importing, or have been and probably 
still are, importing hams from Poland. Of course, they have plenty 
of hams out in Iowa where Mr. Hoeven comes from—more than we 
will ever consume, 

If we were to discontinue the importation of hams from Poland, 
as I understand you, the Communist leaders will tell those Polish 
people about it, and they would be mad at us? 

Mr. Vernon. No, sir. I am sorry. I cannot agree with that 
statement. 

Mr. Aperneruy. That is what you said. 

Mr. Vernon. There isa very difficult problem where we are dealing 
with human action and that, in the most simple person, is a com- 
plicated business. 

I don’t care if they get mad about it or not. But the Pole who 
believes in the free world, who wants to be on our side, who hopes 
that we have not abandoned him—I am terribly interested in his 
reactions. 

Mr. AsperNnetuy. Then according to your philosophy we ought 
to step up our trade with them. 

Mr. Vernon. Well, sir, I do not know whether we should or should 
not. I am talking about the psychological effect of cutting off 
trade. I am not sure that the converse proposition is correct, that 
a stepping up of trade will give a great boost to his sense of security 
for the future and the hope of return to the free world. 

I am not sure of that. That is a more difficult proposition. 

Mr. AnerNetuy. Have you determined then that such trade as 
we are carrying on is the perfect balance that is just enough, not too 
much, nor too little? 

Mr. Vernon. I would be foolish if I made that judgment. 

Mr. ArerNetuy. Where is the happy medium? 

Mr. Vernon. I can only make one judgment; and it is the only 
judgment that I am making at the moment; that an embargo on 
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imports would be harmful in terms of psychological—it is the psycho- 
logical impact on our friends behind the Iron Curtain. That is the 
one judgment that I will stand by 

Mr. Anernetuy. I do not know whether I am understanding or 
not, but I appreciate vour efforts to try to explain it 


1 
{ 


Now we are ll Lportuing Irom those pe ple ove! there and | sav 


ver there’ meaning Communist-bloc countries—not just hams and 
pot ist | ll we are also Importing dri d egos irom them. And those 
| running out of our ear ht no 
Now. can vo tell me and I ar not beine facetious what good 
dwide understanding or international relations for 
} mport ried ¢ ym Communist countries? 
Mr. \ Well, Mr. Cor ia | said earlier in this 
tateme! caret De | ppreciate problem hat 
5 | ital ' of ind dus ! roditigs 
\ \ me ft rther I do want to 
I I ii me down on that 
\ 0 rs and those of the 
( or ( Corporatio otton linters We are Importing 
! ( } i t | t is a good thing? 
{ \ — ) oO | ) t in terms 
N \ Let ne another lf we 
hang ‘ { ha 1 1¢ rm \ ich ao ih 
of it ( t3 faced with a prob- 
le ( ( oO ( Owl OT n Ow ¢ ] xt 
No 7 
Mir \ ) i 4 | | n say nis er 
( ( { that tl | 2 CONnSIG mio! tO de taken into con- 
rt ) vi | ould we { nst the continuation of those im- 
1 | woul { ( e t it is the controlling con- 
Mr. ABERNI y. All right We are 1 orting artificial flowers, 
yood pull up gia SS pro ts, clay, clay products, fire- 
Mr. \ ron. Well, I would think that would be an advantage to 
{ a1 l wouk pp tha ) ire m 
Mr. ABERNI y. They ha surplus of suel indoubtedly and 
har een shoot a | atu 
Mr. VERNON | would sav that all the firearms that we could take 
awe from a Russian is an addition to our supply and a reduction to 
theirs 
Mr. Anernetuy. They are obviously in good shape or they would 
not be shipping them to us Don’t you imagine that the kind of fire- 


arms we are getting from them are sort of secondary stock and would 
not shoot very far anyway? 

Mr. Vernon. That may be. 

Mr. Anernetruy. And I could go on with this for maybe an hour 
| have studied this table [indicating] until | have gotten sick and blue 
in the face—‘‘Business Information Service’’—‘‘International Trade 
Statistics Series’’—this comes from the International Economical 
Analysis Division of the Department of Commerce. And, as I look 
through and see what we are buying from these Communist countries 
and at the same time supposed to be at war with some of them, and 
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in a cold war now with the others, I just cannot understand it. Maybe 
I am too old fashioned; I don’t know; but I cannot understand that 
sort of international relations, which undoubtedly are approved by 
the Department of State—the old and the new or else it would not 
allow that type of trade to exist. 

Mr. Vernon. Mr. Congressman, | want to underline the fact that 
we do not approve this trade. We have not approved this trade. 

Mr. Anernetuy. What are you doing if you are not approving it? 
If you tolerate it, you are approving it. 

Mr. Vernon. | am not sure that we are tolerating it. We just 

have not at this point come to the decision that it is necessary for the 
United States Government to intervene to embargo this trade 
Mr. An NETHY Now, we are tolerating it; are we not? 
Mr. Vernon. I hate to split a word except where it involves an 
important thought; and the important thought here is simply this 
the Department of State is not in the business of telling businessmen 
what they should buy or sell. 


Mr. AnerNetruy. Wait just a minute. Let us see if you are 
| 


\Ir. VERNON. May | complete my statement 

Mr. ABERNETHY. Wait ju t a miaute. 

Mr. Horven. Let him complete his statement 

Mr. Vernon. We are not in the business of tellmge American 
busines en what to buy or sell or American consumers what to eat 
or wear Chere are times when o lorelen Pole considerations are 
so important that we must intervene: but intervention by any vovern- 
ment in the decisions of privat businessmen is son ething that you 
do not do out of hand. You do it when your national interest clearly 


dictates that that is what is required 

Now, the whole purport of my statement was to sav that this was 
such a tough problem that we have not decided that it is clearly in 
our interest to intervene and to embargo such trade. 

We have pointed out the advantages and the disadvantages to 
Russia of instituting an embargo. You remember that at the end of 
my statement I said that, “‘as you can see from the considerations 
noted before, the problem is a difficult one in which hasty action may 
prove undesirable from the viewpoint of our total interests.”’ 

Now, you may call that toleration or encouragement, or some other 
word; but it is distinctly different from that. And I must insist upon 
distinction because I think it is important. 

Mr. AperNetHy. On May 26 I read a story in Drew Pearson’s 
column in which he states that Mr. Rauchfuss of Woodward & Dicker- 
son explained to this columnist—I am quoting—‘‘that he not only 
had the State Department’s permission to trade in East German 
potash but actually had been encouraged to keep the lines of trade 
open behind the Iron Curtain.” 

Mr. Vernon. | deny that, sir, categorically. I think I know of the 
State Department communications with that particular firm; and as 
I have stated, I think twice before in this hearing, that is not the case 

Mr. ABERNETHY. Well, that is a mistake; is that right? 

Mr. Vernon. That is a mistake, sir. 

Mr. Harvey. Will the gentleman yield. That is not the first time, 
I would observe—and I think my colleagues will agree with me—that 
that particular columnist has been in error 
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Mr. Horven. So that the record may be clarified, I may say that 
the article referred to is one written by Drew Pearson. 

Mr. Anernetuy. Now, if I can go back to your statement, it is the 
feeling of the State Department that it might be the advisable thing 
of course, they do not say with positive certainty as I understand your 
testimony—you do not absolutely pin yourself down on anything you 
have said-—you have left it flexible as | understood you—but it is the 
flexible opinion of the State Department that it might be in the 
interest of our Nation to import this material because it is an impor- 
tant agricultural commodity—that is what you have said, I believe. 

Mr. Vernon. I think I said that was a factor to be taken into 
account on making judgment as to which way you go 

Mr. ABERNETHY. Have you gone anywhere? 

Mr. Vernon. Yes. 

Mr. Apernetuy. I do not know where you have gone. I under- 
stood you to say you have made no decision. 

Mr. Vernon. Yes We have gone somewhere. We have asked 
ourselves whether it would be right to embargo imports; and we have 
decided that on balance we had better not do it at this stage. 

Let me correct that—let me interpolate by saying that I am not 
aware of any statute by which we could have embargoed imports; 
but if we had come to the decision that this were right, we would 
presumably come to the Congress and suggest some legislative 
enactment. 

Mr. Apgernetuy. You have also stated: 

We might at some time in the future again face conditions of short supply 
either here or elsewhere in the free world. 

Now, when did you make that determination? 

Mr. Vernon. That we might? 

Mr. ABERNETHY. Yes. 

Is that just a guess? 

Mr. Vernon. Yes. That is no more than a guess. It is a guess. 
It has happened before; it might happen again. 

Mr. Anernetuy. Did you confer with anyone in the Department 
of Agriculture before you prepared that statement? 

Mr. Vernon. I cannot answer that; but I would be glad to come 
back with an answer at a later time, because I do not know of the 
technical work that was done prior to having that statement made. 

| am inclined to think not. J am inclined to think this was a guess 
based u ipon past expe rience and that it was based also on the De ‘part- 
ment of Commerce’s maintenance of this commodity on the positive 
list, Which positive list is set up to include only items with respect to 
which there is a short supply situation or a strategic situation. 

Mr. Apernetuy. Mr. Vernon, you went farther to emphasize it; 
and you said: 
from our own security stand- 
- nt to want to think a long time before we, of our own accord, denied ourselves 

ven a small supply of an important commodity, which we were able to extract 
tac the economy of the Soviet bloe. 


At least, it would seem the better part of wisdom 


Mr. Vernon. That is a different point, sir. That point is directed 
to the question, even if it is in surplus here, whether it would not be 
a good idea to get it away from the Russians. It is quite a 
separate point 
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Mr. Asgernetuy. Don’t you think the Russians made this deter- 
mination whether or not it should be gotten away from them and 
not us? 

Mr. Vernon. Our experience has been that they are not perfect 
planners by a very substantial margin, and that there are curious 
imperfections in their planning which we can take advantage of if 
we are on the alert. 

Mr. AsperNetHy. What did we do to extract these materials 
from Russia? 

Mr. Vernon. We did nothing, sir; they were imported by private 
importers. 

Mr. ABERNETHY. Well, it was hardly an extraction then. 

Mr. Vernon. I agree with you. What I am doing is describing 
an event which is taking place without our intervention and asking 
ourselves whether we should interrupt it. And I am saying the 
effect of this act is to extract some of the material from the Soviet 
bloc; and I raise the question whether that is not a good thing. But 
I have not asserted that we extracted it or have taken the credit for 
it. Far from it. 

Mr. Asernetuy. Well, if I interpret your statement correctly, it 
is the position of the Department of State, expressed through you 
as its representative this morning that it is a good thing or at least 
an advisable thing for us to continue our trade with Russia and with 
these Communist countries? 

Mr. Vernon. May I amend that, sir, in a small way. It is an 
advisable thing at this stage, we think, not to intervene in the remain- 
ing trade. We have not done anything affirmatively to encourage it. 

If businessmen stopped trading of their own accord, that would be 
a different kind of act from an intervention by the United States 
Government, a positive intervention by the United States Govern- 
ment, preventing businessmen from trading with the Soviet bloc. 

Mr. Angernetuy. Well, now, I want to conclude where I started. 
You have not done anything to intervene. I presume you have deter- 
mined that it is to our advantage not to do anything and that benefits 
will result therefrom. Now, can you tell what the benefits will be? 

Mr. Vernon. We have determined that there is no clear advantage 
to us in intervening and the reasons for that determination are laid 
out in this paper, I think. There are several. One of them is that 
we are loath to cut off a commodity which might be of use to the Soviet 
bloc and might be of use to the free world. Another is that we are 
loath to take an act which will have political and psychological impli- 
cations which would be bad from the point of view of those of our 
friends who remain behind the lron Curtain. 

I think those are the two principal factors. And they have weight 
in our calculations; and we took the tentative interim view which is 
stated in this paper. Now, it may be that the NSC in a reexamination 
of all of this will come out with a different policy. We are not pre- 
pared to say. But that is our interim policy. 

Mr. Aperneruy. I want to see if I understand now. 

The businessmen of this country, the importers and exporters now 
understand that insofar as the State Department is concerned, they 
can open, negotiate, continue, and even accelerate trade relations with 
these Iron Curtain countries. 
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And they may do so because the State Department is loath to take 
any st ps to stop it? 

Mr. Vernon. Congressman, I hesitate to do this; but I must say 
that the effect of your statement is different from the purport of my 
statement. It sounds almost like it, but fundamentally it is quite 
dilierent What you said suggested that we approve this trade or 


| ! 
encour ( his rade 


I assert for the, | think third or fourth time, that we do not. I as- 
sert that we have taken a position which is distinctly different from 
that. We have said that it is not clearly in our interest for the United 
» es Governn iL to Intervene the decisions of private buyers and 

(nd that not until those interests are clear do we intend to 
Mr. H N. What you are trying to say is that if the American 
le op tradin ith the Iron Curtain countries, the 
St would not this particular problem? 
\I ) \ 1. s it I | ive problems but they would be 
d 
Hory I me: ‘ iar: thes importations are concerned. 

| O i hn American businessman stopped trading with 
he S ymorrow and was not done by active intervention 

he United States Government, 1t would be an event quite dierent 
f intion of tl tra »v the United States Government It 

id | ! pol Ca mp itions, duiilerent psy¢ hological 
im] 0 ind vould evaluate 1t quite differently. 

Mr. Horven. Mr. Beicuet ; 

Mr. Bi ier. Is there legislation at the present time that gives 
t] State Dep riment authority to prol bit the importation of potash 
irom the atellite countries? 

Mr. Vernon. I cannot think of any, sir. There is legislation on 
the books which the Treasury administers which is a financial kind 
of control which conceivably could be used, not in a selective way of 
the sort vou mentioned but in a more general way to prevent trade 


with, let us say, a particular country. 

But I am not a law vel and I do not know precisely the limits of 
that legislation or just how it would be applied. As far as the State 
Department is concerned, we have no legislation by which we would 
prevent the import of potash. 

Mr. Betcuer. At the present time—of course, Mr. Abernethy 
here discussed things that we were importing from the satellite coun- 
tries; but can you offhand tell me what things we are exporting to 
these same countries? 

Mr. Vernon. Yes, I would be glad of the opportunity to do that. 
We export nothing of strategic value to any of the Soviet bloc coun- 
tries 

Mr. Be._cuer. I mean is there anything that is of any economic 
value to the United States? 

Mr. Anernetruy. Will the gentleman yield to me? 

Mr. Beucuer. Yes. 

Mr. Anernetuy. In 1952 we imported from these countries over 
$67,000,000 worth of material; and we exported to them about 
$1,600,000. In other words, there was a net Communist gain of 
$66,000,000. 
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Mr. Vernon. The policy on exports, sir, is laid down in two 
places. It is laid down in the Battle Act, Public Law 103 in the last 
Congress, and it is laid down in the Export Control Act that the 
Secretary of Commerce administers. The philosophy of the adminis- 
tration is contained in the first act, not the second; and the philosophy 
of the act is that you embargo arms, ammunition, implements of war, 
and primary strategic materials and any other items of strategic 
significance from the United States And that is the policy which 
the Department of Commerce has followed. 

Mr. Betcuer. The point I am making is that these imports that 
we are getting from these satellite countries through an economic 
standpoint is really a detriment to the business people of the United 
States rather than a benefit. In other words, the favorable trade 
relations is in their direction, and not in our direction 

Mr. VERNON. It is extrem ly hard to know how to analyz that, 
sir. I have heard it analyzed both ways; and as far as we are con- 
cerned, we are caught on one horn or another of the analysis, depend- 
ing on who it is that is doing the analyzing 


One wav that it has been described to us has been that vou ar 
taking $66 million of their goods and giving them only a million 
Therefore, they are $66 million ahead of you. ‘That is from the 


market point of view. 

The other way that I have heard it analyzed with respect to trad 
with other countries where the balance has been the other way is that 
you are giving them so much goods and getting so little; you are 
viving them more economic strength than you are getting. 

I honestly do not know which way you do analyze it. 

Mr Bi LCHER You | know if vou “wel iT i! ito the Satewav store ¢§ nd 
sold $67 million a vear and were only able to get a million, you know 
how you would analyze it. 

Mr. Vernon. That is vour dilemma because the other approach 
you take is not that of a storekeeper, but that of a general And vou 
Say he has gotten so much material from you and given you so little 
material. He is stronger than you are. 

Mr. BetcueEr. | am not talking about the munitions of war; but |] 
am talking about hams and potatoes—not potatoes necessarily, but 
hams and wheat and cotton and all of the things that we are exporting 
here in this country with the taxpayers’ money. And at the sane 
time we are buying some of those same materials from the satellite 
countries according to this report that Mr. Abernethy had. 1 did 
not see why we are buying things from those satellite countries and 
giving them a favorable trade relationship with this country which is 
going to strengthen them rather than weaken them; because certainly 
they are not going to sell us anything that they have that they are 
going to need for their own consumption unless they need the dollars 
that they get for that product more for some other products that they 
can buy from some other place in the world instead of from us. It 
would not be quite as bad if they bought those things from us. But 
under this setup, as I see it, they take $66 million of our money aid 
they buy $65 million worth of that of their products from the other 
countries of the world. 

Now, from the psychological standpoint, do you believe for instance 
that the people of Poland—and I ask this in all sincerity—that get to 
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sell the hams to the United States ane going to psychologically feel 
better to lose that market than w re able to keep it. The point Iam 
naking is: would not those aad » more anxious to get’out from be- 
hind that Iron Curtain if in nella they would acquire a new mar- 
ket for them rather than if they could keep that market and stay 
behind the Iron Curtain? 

Mr. Vernon. | have a hunch that in this problem, the way in which 
you have to appraise the psychological effect of the things are not in 
terms of the immediate sellers of the hams or the sellers of any other 
products behind the Iron Curtain. It may be that the people we are 
concerned with have nothing to do with the export trade. The people 
who are anti-Communist and anit-Soviet Union, they are just people 
as far as we can tell. And this cutting off of trade is important in 
psychological terms not because of the economic loss to those people 
who are doing the exporting, but because it means to these people in 
Czechoslovakia, Hungary, and Poland that one more tie has been 
cut between the free world and the world they are in that they don’t 
want to be 


It abandons them to a certain extent. And this is the danger 
froma psy¢ hol cical point of view. 

Mr. Betcuer. Well, I have always had the feeling as between peo- 
ples that the strongest internation: al friendship you can have is when 
the best interests of those people coincide and not because the people 
of Poland happen to love the people of the United States. But if it 
is to the best interest of the people of Poland to be on our side, then | 
think we have international friendship. 

If, at the same time that is for the best interest of the people of 
Poland to be on the Russian side, then I don’t think we have inter- 
national friendship. 

Well, my theory is—well, not necessarily my theory; but I am 

asking this as a question: Don’t you feel that if those people over 
here feel that if they would profit economically as well as politically 
by getting out from behind the lron Curtain and that it would open 
up to them new markets of the world which are now prohibited by 
reason of their being behind the Iron Curtain, would that not be to 
their best interest to strive harder to get out from behind the Iron 
Curtain than if from an economic standpoint it was just as well for 
them to be behind there even though it was not from a political 
Standpoint ; 

Would that not give them an extra incentive to get out from behind 
the Lron Curtain to acquire new markets? And would not that be 
accomplished by shutting off Russia and the satellite countries from 
the markets of the world and show those people that if they are ever 
going to have economic stability or prosperity they are going to have 
to get out from behind that Iron Curtain in order to reach the markets 
of the world rather than to say that by opening our markets to those 
people they Will love us so much that they will want to break down 
[ron Curtain and get out? 

Mr. Vernon. Well, I think that is a point of view which has to be 
considered quite seriously. 

Mr. Betcuer. Without being facetious, do you think the State 
Department during the past quite a number of years has considered 
that point of view? 
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Mr. Vernon. Well, I can say this: The State Department in the 
tet 3 or 4 months has considered that point and a good many others 

saring On this question you have raised, and I think your analysis 
a serious useful analysis to be taken into consideration. 

I think, on the other side of the ledger, you have to ask yourself 
whether the United States market is all that important to the Polish 
exporte r. It probably is not. By and large, the total exports of the 
United States to these people is probably minimal; and the considera- 
tion you suggested, which is certainly a relevant consideration, is not 
offset by the thing I described—the effect not on the e xporter but all 
of the other people throughout Poland who are longing for some kind 
of ties, all the ties they can get, with the free world, and who are 
afraid of being abandoned by the free world. 

Mr. Beucuer. Is that not Just pursuing a policy of trying to buy 
the friendship of the other peoples of the world? 

Mr. Vernon. Well, sir, I think it can be described that way, but 
I think in all honesty it is not. Because we are not addressing our- 
selves to the exporters; we do not expect to get ham exporters over to 
our side by buying their hams. That is not our point. 

Mr. Betcuer. As | understand it, your theory is that if we continu- 
ously make it economically profitable for the other peoples of the 
world—whether by giving them money or giving them trade or 
whatever we give them—that the more things we give them the more 
they will love us; and if we give them our market, if we give them our 

cash, if we ship our materials over there to them and give it to them 
inder foreign aid and so on, that by the very act of giving those things 
we acquire the love of those people to the extent that they will be on 
our side and the side of their best, interest? 

ir. Vernon. No, Congressman, I do not believe that. 

Mr. Betcuer. That has been my observation; and if the State 
Department is changing their policy, it is certainly going to coincide 
with my views. 

(Discussion off the record.) 

Mr. Horven. Mr. Melntire. 

Mr. McIntire. Just one question. And to get away from foreign 
policy, I would like to ask for an observation by you in economics. 
And you are an expert in economics. 

Which, in your opinion, has the greatest impact on our domestic 
economy—the quantity of imports or the price at which those imports 
are offered to users of the commodity in America? 

Mr. Vernon. Well, I do not know enough about the potash market 
to know. I think the answer varies by the nature of the market, and 
I cannot say from my knowledge of the potash market whether 
3,000 tons a month sold wherever it is sold depresses the national price 
or whether it is regarded as local phenomenon which does not affect 
the price. It would take a greater expert than myself to be rash 
enough to have a view on that. 

Mr. McIntire. Well, certainly you would have a view by virtue of 
your acquaintanceship with the economic s~stem in this country 

Mr. Vernon. I know enough of our economic system to know that 
I had better not have a view until I have more information on this one. 

Mr. McIntire. This is—when you have an adequate supply in this 


country, what determines the price level of that supply? Is it not the 


offering, price at which offerings are made and is not the price level 
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in this country determined somewhat by the lowest price, comparable 
quality, and so forth? 

Mr. Vernon. Yes. But 1 was trying to answer a different question, 
which is: how long does the price remain low? Does it remain low 
for the 3,000 tons alone? Or does it affect all the 1,370,000 to 1s which 
are consumed in this country? 

This is the question which I was hesitant to answer without being 
more of an expert on the subject. 

If you pressed me for an opinion, I would have to say that I expect 
that the price remains low just for those 3,000 tons and then goes 
back to the market price. But I defer to the gentlemen who are in 
the audience who know much more about it than I do. 

Mr. McInrire. In our whole system of economy in this country, 
does not the offecing of 1,000 tons affect the price level far out of 
proportion to the quantity of 1,000 tons? 


The point | am getting at is that many of the folks who handle 
trade relationsh ps constantly sav: Well, now this little quantity does 
not hurt at all 

It mav be offered at half the price but it does not hurt you at all 

use it only represents such a small amount and it is absorbed 
and gone. But does not the offering of even small amounts affect 
the price level far out of proportion to the quantity involved? 

\ir. Vernon. Congressman, I am doing my best not sound elusive 


in my answers, and | assure you I am trying not to be. I want to 
say only that there are as many answers to that question as there are 


human situations. 

Yes, there are cases in which what you say is perfectly true. And 
there are cases Where it is not clearly true. And there are also cases 
in which a decline in pri *e helps the producers because he discovers 
there is a great deal of elasticity of demand as to the price and comes 
out with a bigger profit. I don’t know which case is typified in the 
potash case. And I am hesitating to make a definitive reply for 


that reason. 

Mr. Hoeven. Mr. Wampler. 

Mr. Wamp ter. I understood from a previous question that you 
have been in the State Department since 1946, 

Mr. Vernon. That is right. 

Mr. Wamp.ier. Are you one of the so-called career employees of 
the Department of State? 

Mr. V ERNON Yes, Sir. 

Mr. Wamp.er. Just to what extent is the policy determined by 
you and your department reviewable in the Department of State? 

Mr. Vernon. Well, it depends upon the nature of the problem 
Given a problem of this sort, for instance, which is a good illustration 
of the way in which we operate, | would not on my own responsibility, 
attempt to begin to answer the question of this committee: I would 
rely upon several sources; I would begin with the legislation of the 
Congress—in this case the Battle Act is the most relevant legislation; 
| would go from there to Cabinet decisions—in this case there are 
certain Cabinet decisions which apply; I would go from there to any 
decisions of the Secretary or public utterances of the Secretary; and 
I would do my best to get up what I believed to be the views of the 
Government 
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hen, im order to insure that persons closer to the inner councils 
have the same conception of the policy of this Government, I would 
clear my own reply with the Assistant Secretary and if he thought 
it appropriate, with the Secretary 

Now, in this case, for example, this statement was cleared by the 
Assistant Secretary for Economic Affairs who was confirmed by this 


Congress a few days ago, and by the Assistant Secretary for Congres 
sional Relations who was appointed after January 20 
+ It repre sents, therefore, not my views, but the views of the execu- 


tive arm ol this Government 
Mr. Wampter. The purpose in asking my question, I think, con- 
sidering myself as an average American citizen-—and | have extreme 


, dithculty in interpreting just what the foreign policy of this country 
and for that reason I want to know if the view cvlven here this 
mornmg by you are the views of the Department of State 
Mr. VeERNO 5 Sil I have everv reason to believe they a 
Mr. Horven. We have vith us our colleague, Congressmal 
Jempseyv from New Mexico Vo you have a question? 
h Dempsey. You pointed out that the importation of potash is 
rv small amount: and for that reason you do not think it should 
ye disturbed. Is that rieht? 
Mr. Vernon. I pointed out that it was a verv small amount, and 
hat we had reason to believe that it would continue to decline. hus 


was a factor to be taken into account 

Mr. Dempsry. There was : 
the potash mines of the United States could supply the United States 
How about in the future? 


Mr. Vernon. In the future 


, 1 ‘ 
juestion lk Vou! mind as to whetlnel 


) 


Well, sir, again, | am not an expert. I do have some, let y 
reservations I would not want to exaggerate the size of the 1 rva- 
tions | think I was asked earlier whether the estimate on this score 
was made after consultation with the Department of Agriculture. 
| am not sure that it was. I suspect that it was not. Ido not know 
what the experts in the Department of Agriculture would have told me. 

What 1 relied on mm part is first our experience im the past, which 

. have been abnormal times, I agree; and, secondly, the fact that the 


yartment of Commerce sees fit to maimtain this product on the 
) L1Vve LISt, which expresses a judgment on t he part ol the Depart- 
ment of Commerce that either it is strategic or in short supply. Now, 


) they mav be wrong about that but it is one of the straws in the 
Vina which suggests that vou have to keep your eye on the product 
Mr. Dempsey. Do vou in any way keep in coniact with the de- 


velopment, the exploration by the operators of these mines, as to 


. ; ; 
Wh her thev are getting new deposits? Most oO} these aeposiis are 


on Government land? 

Mr. Vernon. I am sure there must be people in the Government 
who do. If this were the only critical element in the general point 
f view, I would agree, sir, that I would have been derelict if | had 
not explored this much more thoroughly; but it is one element in a 
decision; and in the working day that we have to live through, un- 
fortunately, we do have to rely upon something less than perfect 


knowledge. 
Now, it may be that, on exploration of the facts, | would find it 
to be the case that this implication that we might ever have a short- 
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age in the future was wrong. If that were the case, I am not sure the 
final decision would be changed. It might be, but I am not sure it 
would be. To that extent, you might regard this statement as in- 
compl te 

It might perhaps be right to supplement it with more information 
about the future production of potash. 

Mr. Dempsey. Would the economic approach or the economic 
disturbance to the area where potash is mined, would that give you 
any ideas to cause you to r duce exports coming in here? 

Nii VERNON. Well 

Mr. Dempsey. Especially when they came in under a price that 
the legimate operators in this country cannot meet in view of labor 
costs and you may or may not know it but the potash miners are 
the highest paid miners in the world. 

\Ir. Vernon. I have heard descriptions of those mines, and I 


understand they are beautiful. 


Mir. Dempsey. They are; and we feel that they are rather strategi 
hee » of the dollars involved We are sending si J Semel 
eca ol the dollars Involved. We are sending so much abroad 

\Ir. Vernon. Well, L will not for a moment belittle the importance 


of insuring that strategic industries in the United States should not 
be disrupted by calculated efforts on the part of the Soviet Union to 
vreck them. JI made that clear earlier in my statement. And | 
also believe that the laws of the United States relating to antidumping 
nd antisubsidy exports and so forth should be enforced. Of that 
there is no doubt. 


his is a problem I think, under the system that Congress has set 


up, essentially for the Treasury Department rather than for the 
State Department. On the basis of general political policy, we hav: 
come to the conclusion as [ described in my statement. 

Mir. Dempsey. Now, where we have reciprocal trade or any ex- 
change, do you feel that the United States Government is putting 
the floor under or subsidi ing agricultural commodities? Do you 
think that the countries should ship in here at under the floor 
sata 

Mir. Vernon. I sort of hesitate to get into that I feel that we 


ld do whatever we can do to keep American agriculture healthy; 
and I feel that problem involves not only our imports but our exports 
2S well, 

Mr. Dempsey. If you are going to bring in commodities that are 
competing at below the floor price, are you-not subsidizing the world 
then? 

Mr. Vernon. I am afraid you are. And I think you are on the 
horns of a really terrible dilemma; because as you pull over to the one 
horn and decide to exclude imports 

Mr. Dempsry. You are not excluding imports; you are not ex- 
cluding them at all. We cannot pay the cost of free labor to compete 
with slave labor. And we cannot expect to meet competition on 
that ground. 

With reference to the floor price, do you think we should accept 
from foreign countries below that floor? 

Mr. Vernon. Is this a general question, Congressman? 

Mr. Dempsey. Yes. 

Mr. Vernon. Well, Congressman, I am a little puzzled to answer it. 

Mr. Dempsey. It is extremely general. 

Mr. Vernon. Let me try to answer it generally. 
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The other side of my work has to do with trade with the free world 
and how best to get about promoting it. I am delighted to speak 
on it although it is a little off the beat of this hearing, if the chairman 
will permit. | 

I think we should do what is best in the best way possible for 


America and American agriculture. I think we have got to find a way 
which will permit us to sell our cotton and wheat and tobacco sui 
pluses to the world. And I suspect that when you have found that 


system, it will probably involve having to take a certain amount of 
foreign imports. Now, you are quite right when you say that when 


foreign imports are coming in, that it may be that they are coming in 


because you have created the floor. I am sure I do not know the 
answer to that dilemma 

And I hope the Congress in its wisdom does But I think in th 
end we have got to find a solution that does not kill off the export 


markets 





Mr. DemMpPSsEY We are forced to that floor because of the ec of 
labor, and things of that kind, in other countri They e 1 
concerned about th cost of lal T, be us they fix any pric that 
they want — 

Now, should our Federal Government keep on asking the taxpay 
Ol various States to buy all the fors n products o1 thes lorels a 1) 
tries? 

Ir. Vernon. I mu say you have led me down a lane which 
attracts me. Because I think if you argue that way, you could con 
to the conclusion you have suggested. But whet makes me stop 
that when I have reached that conclusion I find | am developin 
system that will kill off our cotton and tobacco d wh tL ¢ ( 3 
which I know is wrong So, I go back and try to find a system which 
works differently; and I have not found it. 

Mr. Dempsry. We are not exporting th mmodities you speak 
of, I think. 

I think you are a very splendid witness; but I think you are kind of 


neutral with a brick in each hand. 

Mr. Anpernetuy. Mr. Vernon, | don’t want you to think that | 
am pouring it too strongly on you; but | do want to see if Ll understand 
the postition of the Department of State on this question 


We have reference to the potash question at the moment You 
have taken into consideration and made mention of some things which 
might be in our interest in your statement. You did not necessarily 
discuss the other side of the picture the things that might be in 
the interest of those who are exporting to us. But l assume trom what 


you have to say that you have not made a decision as to whether on 
not this is a good or bad thing for our country 

Mr. Vernon. We have made a dedision that it would not be a 
good thing for the United States Government at the present stage to 
intervene in the trade that remains. That is the extent of our decision 

Mr. ABpernetuy. Then you have determined that it is a good thing 

Mr. Vernon. Well, sir, we have discussed this, I think, in one or 
two earlier exchanges; and I think not. I think we have not decided 
that it isa good thing. But I appreciate the fact 

Mr. Asernetnuy. Well, one other thing. Let me ask you this 
question: Suppose you, as an American citizen, were manufacturing, 
we will say, these pencils (indicating), or any other article, and it cost 


9 
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‘rtain amount of dollars—X dollars—to put those pencils on 
et, and all of a sudden you discovered some pencils were 
tussia or countries dominated by Russia which sold 


| 
half of X dollar r three-fourths of X dollars or at a ficure 


Of ( m Would you complain? 
\BERNETHY. Do you not think you would have a right to 


NON. You certainly would. 


1 17 
\BERNETHY. Do you not think you would have a right to 
vo Government take a stand on ay or the othe 
determine hether or not you were being mistreated? 
i \ 
ii | | “ae” toy { 
\\ | VhHV do vou O Lake a positive stand on 
r} ( yn between the interest of the 
; ‘ rl 1] poten 
an actu I Hose dillicullles 1 thorougniy appre- 
d to them oiten i do not mean pen- 
| 
i 
n , 1? 1] ] 
i} ad tion b weel ‘Individual s probleMs and 
> os } 
i hole most of them 1 thin Coie 
You ( ( rn nt ) on You have 
ON \ ] T , ‘ »>spiit ha Dut ( have made 
natiol bhai tt in the interest of the United States 
\ that ir Chairman 
t T 
i \ cl I vernon t] NnK you 
1 r 
( I he close ques ( he ol members Ol 
( 

; , ] + 4 
more \ hnesses nnd V¢ DropDost LO 
lock: so wish that you remaiming 

1 


t the committee 


| ‘ | , oe . 
( Cs I i! SOT hat 1 did not have time to 


in a few copies of 1 But I shall get more for the 
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STATEMENT OF JOHN FLEMING, REPRESENTING WOODWARD 


DICKERSON, INC., PHILADEPHIA, PA. 


Vi if LEMIN¢ hie president Ol the company 1s unable to be here 
today, and he has asked me to read this statement for the company. 
Mr. Chairman and members of the committee, we appreciate the 


thought 


Af 


} 


fulness of the committee in inviting us to make a statement 
Niy name is John Fleming [ am manager of the W ashin: ton, D. Cl. 


office of Woodward & Dickerson, Inc., of Philadelphia. Our firm 


was estal 


| l 


nit ; 
Unite 


States throug 


< 
nisned 1 1S/6 


West German, rene A and Spanish potash is sold in the 


1 
hn exclusive agents. 
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(6) Woodward & Dickerson, Inc., not being an exclusive agent for 
the sale of potash from any of the above countries, it goes without 
saying that Woodward & Dickerson, Inc., cannot offer to the trade 
any but East German potash and the trade knows it 

2. Are imports of East German potash needed? 

(a) Broad statistics do not convince me that East German potash 


is not needed—at some time in some places. Such statistics « an cover 
up shortages at some time in some places (n overall national balance 


of demand and s ipply, or an approximation of such overall national 
balance, simply does not prove that sufficient supplies are always 
available in all | ran 

b) Presum: ably buyers of East German potash buy it because they 
want it. I do not know whether they want it primi ily — they 
cannot get alternate supplies or from some other reason of t ‘own 

3. We do not believe that the American potash industry is incdasnend 
by potash imports from any source . 

(a) Imports are relatively very small. Imports.do not reach the 
Vast bulk of the domestic potash market because thev are con peti- 
tive only in limited distances from port areas 

1. All of the importations of East German ] 
have taken place within the framework of the laws of the United 
States, and the policies of the executive brane 

a) The President of the United States is reported by the New 
York Times of May 29 to have said with respect to East-West trade 
in Europe and in the Far East: 


es | 
wot sh ry tn — company 


1 estab] shed under law 


It has been pointed it on both sides of the fence instances over tl pa 2 

3 vears where the Communists had been helped by certain kinds of trade B 
had been equally pointed out that we would be foolish to say we 
positions we are seeking in the world by just refusing to trade with everybody 


. ] 
except neonle we 1k 
pt } pl IK 


b) The position ol the Department of State, expressed to us, has 
been and Is, and | quote their letter ol May 1 to me: 


[he important point to consider is whether the transaction on balance aids 
United States 


Furthermore—and I quote agai 

On the basis of the considerations outline above, the Department is of the 
view that limited imports of potash ich as have been taking place from the 
Soviet Zone of Germany are not inconsistent with our total national interests 


Mr. Arnernetuy. May I ask you what you quoted from? 

Mr. Fiemina. A letter of May 1 to me, sir, from the Department of 
State. And I have here some photostats of it. I shall be glad 
leave some for the committee 

Mr. ArerNnetHY. What paragraph are you quoting from? 

Mr. Hoeven. Is that the letter written by Robert B. Wright, Assist 
ant Chief of the Economic Defense Staff of the Department of State? 

Mr. Fiemina. Yes, sir; dated May 1. 

Mr. ABERNETHY. | have a copy. 

Mr. Horven. Just proceed, Mr. Fleming. 

Mr. Fiemina. My assistant says that is in the last paragraph on 
page 2. 

Mr. ARERNETHY. It is the very first sentence in that paragraph. 

Mr. Fiemina. I have not attempted, sir, to quote the whole letter, 
feeling that I would leave a copy of that for you. 
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lorven. You are submitting the letter for the record? 

EMING. Yes, sir 

lorveN. Without objection the letter may be included as a 

part of the testimony of Mr. Fleming. 
Photostatic ¢ pV of the letter of May ] 


Wricl Lis as follows 


, 1953, from Mr. Robert B. 


DEPARTMENT OF STATE, 
Washington, May 1, 1988. 
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S Z, ( anv ar not i ynsistent with our total national interests. 
In anv sp ic transaction it is of course the individual’s responsibilitv to be 
ertain that existing United States laws and regulations are in no way violated. 


In cases which ar early t legally prohibited the individual must to a con- 








= 


IMPORTS OF POTASH S/ 


siderable extent exercise his own judgment. The important point to consider is 
whether the transaction on balance aids the United States. As indicated above, 
this decision is often difficult and complex. Furthermore, it is, unfortunately, 
almost impossible to lay down in advance any very precise criteria, though the 
broad policy considerations we have outlined should be of assistance to you. 
Kach import from the Soviet bloc, if there is no express legal prohibition, must be 
considered on its merits and in the light of circumstances existing at the time. 
Please let us know if we can be of any further assistance to you in this matter. 
Sincerely yours 
Ropert B. Wriceut, 
Assistant Chief, Economic Defense Staff, 
Mr. Fremine. 5. Just how does import of East German potash 
work? 
Much of our potash imports have been secured by bartering 
1 . y ry. - 
tobaccos, predominantly low-grade tobaccos. These barters are very 
clearly advantageous to the United States. They secure from the 


t 


east a semistrategic material in exchange for low-grade tobaccos, 
W hic h otherw ise would lie in storehouses accumulat ine storace char rag 
Under these barriers no dollars whatsoever go to East Germany 

6. In summary 

Our views and activities are in accord with the policies and views 
of the executive branch on East-West trade generally, and on East 
German potash trade in particular. 

That is the end of My prepared statement, Mr. Chairman. How- 
ever, if you will permit me, I would like to make a comment on the 
recent column by Mr. Drew Pearson. 

I asked Mr. Rauchfuss about this column. I would say first that 
our policy when we are asked about the policies or views ol the 
Department of State is to provide the inquirer with a copy of this 
letter so that he can read it for himself. 

A gentleman in Mr. Drew Pearson’s office called up Mr. Rauchfuss 
at a time when Mr. Rauchfuss did not happen to have before him a 
copy of this letter In the telephone conversation, Mr. Rauchfuss 
endeavored to recall the words used in the letter and to Say what he 
understood the le tter to say. 

Mr. Rauchfuss did not have a recording made of the telephor e 
conversation and so at this date he is unable to present a record of 
exactly what he did say. However, in the telephone conversation, 
Mr. Rauchfuss did not leave it on the basis of his recollection of what 
the letter said. Instead, he suggest d to the caller from Mr. Pearson’s 
office that if he would telephone me, I could and would provide him 
with a copy of the letter, so that he could see in the letter itself what 
the State Department had said. 

The gentleman from Mr. Pearson’s office did call me up that same 
morning. And I read to him on the telephone a considerable portion 
of this letter, covering, | think, the main parts of it. In addition to 
that, shortly after talking with that gentleman, I[ talked on the 
telephone with another gentleman connected with Mr. Pearson’s 
office. The sc ( ond gentleman, | think, is in the office ol Mr. Pearson’s 
attorney. And I arranged with that gentleman to send to him two 
copies of the letter of the Department of State, which I have here 

As I recall it, ] asked him if he would like me to have the two copies 
sent over by messenger, and he said something to the effect that it 
would be sufficient if I would mail them that day, which I did. 

We thank you very much for your invitation to make this statement. 
I shall be happy to answer any questions that you may have that 


] can 
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Mr. Hoeven. Well, then, to clarify the record, the statement made 
in Mr. Pearson’s column to which reference has been made in which 
h Says as follows: 


However, Herbert Rauchfuss of Woodward & Dickerson explained to this 
that he not only had the State Department’s permission to trade in East 


Ger I had actua been encouraged to keep the lines of trade open 
Ir ( ‘tain , 
that not a true statement of fact 
Mr. FurmMin¢ would say this, sir: as | mentioned in my remarks 
ve do not have a word for word record of what Mr. Rauchfuss said 
T Or | annot make a categorical statement that he did or did 
no particular words Because Mr. Rauchfuss was unable to 
make na categorical Statement to me 


However, | would say that Mr. Rauchfuss cannot have intended 
tT 


iat idea as you have expressed or quoted. And he did 
nd that Mr. Pearson’s office rely upon the State Department’s 





letter for information on what the State Department thinks. 
HorVEN In vour stateme! vith reference to imports of Kast 
German potash, it is your contention that such potash is needed 
n quite sure Vou are aware OT the fact that vour obs rvatlol 
( and conflict with all the test mony that has 
0 the subcommiuttes ip Lo this time 
i videnee before the committee clearly indicates that thei 
amount of potash to meet all our domestic needs. It has 
en further shown that if such supply has to be augmented, it can b 


lone from importations from the free countries of the world and tha 
S not necessary to unpo! potash from behind the Iron Curta 

Are there anv other questions? 

Mr. McIntirt Mr. Chairman, just one question 

Have your agents or representatives of your company, as they have 
contacted and dealt with users of potash, fertilizer manufacturing 
companies, and so forth, represe nted to these users that this trade has 
the approval of the State Department? 

Mr. Freminc. On that question, sir, I would say that personally 
I myself have not had any work or responsibility in the sale of potash, 
Therefore, | have not talked to anybody about it. 


| am not in position to state to you categorically what words anyone 


else has used in talking to users of potash. I would say, however, sir, 
that the problem of saying offhand what the State Department said 
without actually picking up their letter and reading it is rather difficult 
because the letter is in, what you might call diplomatic language; and 
the ordinary day-to-day conversation of the businessman is not in 
diplomatic language. And, therefore, I find it myself very difficult 


to say what the position of the Department is without picking up the 
letter and reading it. 
Mr. Be_cner. Are you selling this potash below the market in 
this country? 
Mr. Fiemina. I would say, sir, that the price that Kast German 
potash is selling for at the present time is below, in certain areas, the 
price of domestic potash. I know that from what everybody has 
said including the executives that are in our own company; although, 
personally, I have had no sales experience in potash. 

Mr. Be.cuer. Are there certain areas of the United States in 
which the East German potash costs just as much as the American- 
produced potash? 
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Mr. Fieminea. Yes, sir. Again I would say that this is a subject 
that is out of my personal scope. But I believe from what I am told 
by the people who know this trade better than | do—lI believe that in 
the bulk of the areas of the United States it is impossible to sell im- 
ported potash from anywhere because transportation costs make the 
lelivered price of the imported potash above the domestic price. 
[In other words, the imported potash is net it has no sales in most 
the areas of the country, as | understand i 
Mr. Betcuer. Let me see if I understand it. I thought the princi- 
pal complaint was that your potash that is being imported by your 


ompany has depressed the price of potash in this country. Now, 
lo you say that is correct, or is that incorrect? 
Mr. Firemina. Again, sir, that is outside of my scope. But I will 


say that 1 think that the price of domestic potash has not changed 
substantially in recent years. I think not. 

Mr. Betcner. Well, has your potash changed in recent years? 

Mr. Fiemina. Yes, sir. The price of imported potash has gone 
down over the past few years. 

Mr. Beicuer. Well, has that been brought about by the fact that 
there is sufficient potash in this country and it is not necessary for 
hem to have your potash unless it can be bought at a cheaper price? 

Mr. Ftemina. I do not know, sir. As I have mentioned in my 
statement, | do not know whether the buyers in each case, a buyer, 
buys because he cannot get an alternate supply at the time and place 
or whether he buys it for some other reason of his own which could be 
cause It 1s ¢ heaper in certain p lace. 

Mr. Betcuer. [t would be a strong suspicion that it would be 
because it was cheaper; if he had an opportunity to buy East German 
potash and he had an opportunity to buy American- produced potash 
at the same identical price, would you not feel that most American 
citizens would buy the American produced potash if it did not cost 
them any more money? 

Mr. Fiemina. I would think that most of them would, sir, yes. 

Mr. Betcuer. Then to get right down to facts, in order to sell 
East German potash, it must be sold at a price less than what Amer- 
can-produced potash can be bought for? 

Mr. Fuemina. I think you are correct, sir. My experience has 
been that I have never been able to sell anything unless | could sell it 
at a price below my competition 

Mr. Horven. Mr Abernethy 

Mr. Apernetuy. Mr. Fleming, following up what Mr. Melnti 

was pursuing a moment ago, I think you are absolutely correct in 
stating that the letter from the State Department over the signature of 
Mr nee B. Wright was couched in what you called diplomatic 
Lil iage. 
1 other words, if the Department were pinned down on the letter 
they might successfully argue in similar diplomatic anentans ns they 
had not necessarily approved of these transactions inasmuch as they 
simply state in the letter that they had not eke But the 
interpretation as 1 understand which you put on it and which I put 
on it and I think which anyone else would put on it is that your 
transactions were made by and with the consent and approval of the 
Department of State. Now, that is a correct statement, is 1t not? 


(r 
? 
i 
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Mr. FLiemine. Well, sir; as I stated here a moment ago, I myself 
hesitate very much to try to say in my own words what the letter of 7 
State Department means. My practice, sir, is to take it out and read 
it to anyone who asks me what does the State Department think. 

Mr. Anerneruy. Of course, if you had interpreted the letter or if 
the very top level of Woodward and Dickerson had interpreted the 
letter as dis: iPprov ing of this kind of transaction, certainly your com- 
pany would not be dealing in it, is that not right? 

Mr. Fteminc. That is right, sn 

Mr. Apernerny. And that is the reason why the Department of 
State was counselled about the matter, to determine whether or not 
they disapprove?! 

Mr. Fiemina. Yes, sir 


Mr. Horven. It is my understanding that your compan deals 
only in the importation of potash from Kast Germany; is that correct? 

Mr. Fuemine. The only potash that we import, sir, is from East 
German) However, we deal in other commodities. 

Mir. Hozven. Yes. But you were dealing in potash with East 
Germany before Mr. Wright wrote his letter? 

Mr. Fiemine. Yes, sir 

Mr. Horven. So that adds nothing new to the situation? 

Mr. Fureminc. Our business did not begin when this State Depart 
ment letter was written, nor did this policy of the State Department 
begin then el 1 

Mr. Hoeven. You were dealing in East German potash before tl 
Wright letter was written and after the Wright letter was written 
vou used it Just to justify your position in trading with Kast Germany 

Mr. FLeMin« We used the letter, s , to reply to people w ho inquired 
ut t what is the position of the State Department about this trade 

Mr. Horven. I think the record speaks for itself on that point. 

Mr. Anerneruy. I think to clear that up, I think it would be fair 
to say, Mr. Fleming, that you and your company were of the opinion 


that from the beginning, even be fore the Wright letter, that you were 
carrying on a car aera tion <a he ud the approv: al of the Gove Tnment 
It is fai to say hat: is it not? 

Mr. FLEMING. 7 think, sir, | would put it this way: That even before 
the Wright letter was written, we were familiar with the policies of the 


Government on the economic foreign trade. 


Mir. Anerneray. What you were doing was not in contravention 
of the polic ? 1 

Mr. Fiemive. Yes, sir, that was our understanding. 

Mr. Anernetuy. Then when this question arose in this committee, 


it was then and only then—and at the right time I agree—that you 
contacted the State Department for a specific statement on the 
matter, and then followed the Wright letter; that is correct, is it 
not? 

I am afraid you think I am trying to lead you off. 

Mr. Fiemina. I am trying to give you a perfectly direct answer 
sir. 

Mr. Asnernetiy. Well, you simply contacted the Department of 
State to justify the position that you had previously taken. That was 
the only object of contacting it? 

Mr. Fteminc. Well, may I put it this way: I am just trying to 
answer your question honestly. I had at various times talked with 
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Department of State people about economic foreign policy, having to 
do with this, and having to do with other foreign trade in which we 
are engaged. And so by talking with them over a time, | learned some- 
thing about what the foreign economic policy is. However, I had 
never until May | asked them to make a written statement. 

Mr. ABerNEtrHY. And what prompted that was the hearing we had 
up here? 

Mr. Fieminea. Yes, sir. After the hearing here, we began to re- 
ceive more inquiries about what is the position of the De} partment; 
and I concluded that I had better have one in writing so that 1 would 
be sure to say the right thing. 

Mr. ABERNETHY. You absolutely did the right thing. There is no 
argument about that. 

Mr. Horven. How many years have you been engaged in the 
importation of East German potash? 

Mr. Fiemine. | would say that I think the first importation - came 
in about 1949. 

Mr. Horven. So you have been importing the potash right along; 
and as I[ said before, the fact that you procured this letter from Mr. 
Wright added nothing to the situation whatsoever? 

Mr. FLemina. No, sir. 

Mr. Horven. And in view of the disclosures that have been made 
to this committee you have simply used the Wright letter to justify 
your position and to tell the trade that the letter now is approving 
what you had already done since 1949? 

Mr. Fiemine. I do not think that we told the trade exactly what 
you have said, sir. I do not recall using the word “approve.” As 
I have stated, I bring the letter out and show it to people asking me 
about what the State Department thinks. 

Mr. ABERNETHY. Let me pursue the point | am trying to reach, 
if you please. 

Now, after you contacted—I am still going back to what Mr. 
Mclntire was talking about—after you contacted the State Depart- 
ment and you got this letter, it was put into the hands of the repre- 
sentatives of Woodward and Dickerson—copies of it. 

Mr. FLemine. Well, copies of it were prepared for our two offices 
in the United States, in Washington and in Philadelphia. 

Mr. ABERNETHY. Salesmen for Woodward and Dickerson used the 
letter or copies of it or photostats of it in their efforts to sell this 
potash; that is correct, is it not? 

Mr. FLEMING. We used the letter—— 

Mr. AserNetHY. I think you would be perfectly justified in doing 
it, Mr. Fieming. I do not want to be misunderstood. But that is 
a fact; is it not? 

Mr. Fiemine. I would say, sir, in some of the discussions with 
people about buying potash or their interest in potash and so on, 
certainly the letter was referred to. 

Mr. ABERNETHY. Did they not have photostats of it? 

Mr. Fiemine. Yes, they had photostats. 

Mr. AbperNetruy. And when they would go into a place to sell 
John Doe some potash, they wouid say ‘here has been a big to-do 
down at Washington. But here is a copy of the letter from the 
State Department. And it is perfectly ali mght.”” And that was the 
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procedure which was used, and which I think you were justified in 
using. 

Mr. Fieminc. Well, sir, I would say, strictly speaking, as far as | 
know—and again I go back to the point that I am not a potash 
salesman—so it is difficult for me to talk exactly 

Mr. Apernetuy. Well, maybe I have dramatized it too much. 
Let us confine it to this: They used the letter in promoting the sale of 
East German potash. Now, that is a fact; is it not? You just said 
it was 

Mr. Fuemina. | think I would put it this way if I may, sir. Every 
Mr. ABERNETHY. You are not trying to use some of this diplomatic 


Mr. Fieminc. No, sir. I am trying to use plain English. Every 
time that someone would try to sell somebody potash, they did not 
go out and bkand somebody a letter, no, sir; but if any question did 
come up about what the policy of the Government is, then we would 
refer to this lette 

Mr. AnerRNETHY. To use some very undiplomatic language: If a 


stink came up about it, you just pulled that letter on them? 

\1i ey say ( S17 

Mr. McInrire. I don’t think the letter mentions anything about 

( a barter trade using low-grade tobacco A purchase! of East 

German potash pomted out to me that that was the basis of trade 
And it seems to n obvious that he had been given some detail of the 
Sta Departm«e Ll position Ur rtainly, he was sold on the proposi- 
tion that there was no money involved; that this was trading of off- 
erade tobacco for Kast German potash Well, now, a representative 
of a company dealing in Kast German potash must have outlined that 
to this purchas r ot potash 

Now, certainly there has been sales discussion presented to buyers 
of potash in this country. Now, I am not saying your representa- 
tives have done it. But it has been used as a poimt of sale for this 
Kast German potash, has it not? 

Mr. Fiemina. I would say certainly—and here again I am not a 
otash salesman—but I believe the people who have sold the potash 


equently have explained the entire trade to the people with whom 
thev were talking They have said, “Yes, we got this potash by 


ls ring tobacco.” 
Mr. Anerneruy. Well, now, let us go just a little further with 
e have not ¢ suite far enougl Now, vou know about 
th barter deal: the baceo was valued at only 3620,000; that is 
correct 3 il »t That is what the records show about that 
Mr. Fueminc. Wher that figure from, may I ask? 
M \ ,ETH t it from the Commodity Credit Corpora- 


tion and from the Department of Commerce. Do you know what 


} ® 
Lhe tovpacco Was \ Llued “at 


M fLemMING. You mean the tobacco? 
Mr. At seruy. The bartered tobacco. You would assume when 


you reter to a barter that the swap was 1 unit for 1 unit or $1 of 


value for $1 of value one dollar’s worth of tobacco for one dollar’s 
worth of potash 


Now, was that the case? 
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Mr. Fiemine. While no dollars exchanged hands, the accounting 
is in terms of dollars, because you have to have something with which 
to—— 

Mr. AperNnetuy. Well, the facts are unless I am badly mistaken 
and unless the Department of Commerce is mistaken—and I will say 
unless the Commodity Credit Corporation is mistaken—the value of 
the tobacco was $620,000, and the value of the potash was $2,451,000 

Now, that was hardly a balance of trade. There was hardly a 
swap of one horse with a blind eye for another horse with a blind 
eye. Yes, as the chairman says it is like swapping a horse for a 
rabbit or a rabbit for a horse. 

Mr. FLEMING. May I ask are those statistics for total exports of 
tobacco of the United States? 

Mr. Anernetruy. That is right. 

Mr. FLtemina. Imports? 

Mr. Asernerny. That is right. I am going to ask you who the 
importers are. I don’t know; but I am going to ask you later if I 
have time. 

Let us go just a little further. 

Mr. Freminc. May I make a comment on that, sir? 

May I ask are those annual figures? 

Mr. AnERNETHY. Yes, sir. 1952. 

Mr. Fremine. Well, sir, 1 would suggest that offhand I would think 
that those figures would be of limited significance because I do know 
that when certain potash is imported, the tobacco which is exported 
to pay for that potash is not exported at the same time. 

Mr. Angrnetuy. But the fact remains that there is something 
involved there besides the barter? 

Mr. Fiemina. Yes, sir. 

Mr. Anernetuy. That is obvious. 

May I rush along with this other paragraph here now. 

Quoting again from Mr. Pearson’s column: 

Furthermore, speaking of Mr. Rauchfuss, the Government itself bought 40,000 
tons of Communist potash and transshipped it to Formosa to help Chiang Kai- 
shek’s farmers. The deal was made through the Commodity Credit Corporation 

Now, I think that is the tobacco barter that we have been 
talking about. So, I called the Commodity Credit Corporation and 
talked to Mr. John Davis about it. He referred me to Mr. Gordon, 
the head of PMA, and Mr. Gordon gave me this memorandum 
(indicating) on June 3, which was just a few days ago. He said that 
the minutes show that when your concern, or whomever represented 
the concern, approached the Department of Agriculture, it was repre- 
sented that this potash was located in West Germany, and although 
it was more or less understood that it came out of East Germany, 
that is, that it was mined in East Germany, but that the transaction 
actually went through Western Germany—now, do you know whether 
that is true or not? 

Mr. Fiemina. In those negotiations with the Commodity Credit 
Corporation, our company reiterated constantly that this potash which 
the Commodity Credit Corporation was negotiating to buy was 
East German potash, although it would be shipped from Hamburg. 

Mr. ABERNETHY. Well, he states further that the material had 
actually moved into the economy of Western Germany. This point 
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was specifically provided for in the contracts as finally executed in 
November of 1952 

So, this tobacco barter thing, it appears to me that tobacco repre- 
sented only about 25 percent of the transaction—it represented about 
25 percent of the entire transaction. And that actually the barter 
went through the economy of Western Germany. 

Now, 1 or 2 other questions and I will be through. 

Can you tell this committee how much extra profit you make on the 
sale of Russian-originated potash as compared with that which you 
purchased from friendly countries? 

Mr. FLeminc. We have not purchased any West German, French, 
or Spanish potash to my knowledge. 

Mr. ABERNETHY. Who else purchases potash from East Germany 
in this country? 

Mr. Fieminc. I am not familiar with that point. I do not know. 

Mr. ABERNETHY. You do not have any idea? 

Mr. FLteminc. No. I am not in the business myself personally of 
buying = selling potash. 

Mr. ApernetHy. Who imported the potash that was referred to 
here caplier today which came in through the port at Savannah, Ga.? 

Mr. Fiemina. I do not have knowledge of that shipment at all, sir. 

Mr. ApernetHY. How much of the total of your business consists 
of the sale of potash from East Germany? 

Mr. Fiemina. I do not know, sir. 

Mr. ABERNETHY. Is it a substantial portion of it? 

Mr. Fiemrina. I really have no idea. 

Mr. Apernetuy. Do they import anything besides potash? 

Mr. Fieminc. Yes. The business is quite large; but I do not know 
what - rcentage the potash business would be. 

Mr. ABERNETHY. How long have they been importing potash from 
East Ge ‘rmany? 

Mr. FLemina. Since approximately 1949. 

Mr. ABERNETHY. Have they imported any from any other sources 
abroad? 

Mr. FLemine. Not to my knowledge, sir. 

Mr. ABERNETHY. Do you import anything from the Communist- 
dominated countries besides potash? 

Mr. FLtemina. Well, I have not myself here in Washington. 

Mr. ABERNETHY. Does the company? 

Mr. Fieminec. I do not know what the total activities of the 
company are, sir. I work on certain things here. 

Mr. ABERNETHY. What phase do you work on? 

Mr. Fiemina. I work on some metal ma-erials and construction 
materials and motors, and so forth. 

Mr. ABERNETHY. Do they import any of those things from Com- 
munist-dominated countries? 

Mr. Fuieminc. No, sir. I have been working on importations from 
certain Western European countries, but not from the East. 

Mr. Apgernetuy. That is all, Mr. Chairman. 

Mr. Pouk. I just wanted to bring out this tobacco question that 
Mr. Abernethy has already touched on. I wondered whether your 
company handled the tobacco deal or was that handled by somebody 
else? Did you have the tobacco in your possession or did you make 
this barter with East Germany and the people for the potash? 


- 
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Mr. Fremine. No, sir, there is a tobacco company in New York 
the Standard Commercial Tobacco Co., which handles the tobacco 
end of the barters. 

Mr. Potx. Mr. Abernethy has brought out that the tobacco only 
amounted to one-fourth of the total cost of the potash; is that right? 

Mr. Fiemina. I believe that is not correct, sir. I believe that the 
percentage is very much higher than that. I think it would be sub- 
stantially over 50 percent. Well, over 50 percent in my opinion. 

Mr. Potx. That is all. 

Mr. Asgernetuy. I would like to ask one other question. 

I hesitate to ask you this question, Mr. Fleming. I do not want 
to embarrass you. I want to ask you this question to get your per- 
sonal views. 

Do you feel that it is in the interest of our economy, our de ‘fense, 
and our future, for us to be trading at this time, purchasing mate- 
rials, particularly noncritical materials, such as | mentioned a mo- 
ment ago that is, cotton and hams and potash, and so on and so 
forth—from these Communist-dominated countries and particularly 
Russia? 

Mr. Fiemrina. I do not feel competent to express an opinion on 
the trade in commodities with which I have no familiarity at all, sir. 

Mr. ABpeRNETHY. You just have no opinion on that? 

Mr. FLremine. No, sir 

Mr. Horven. Are there any other questions? 

(No response.) 

Mr. Horven. Thank you, Mr. Fleming 

| hope the members of the committee will bear with me. We 
have one other witness to hear at this time. 

Our next witness is Mr. Emil Sekyra, manager of the Gene ral 
Fertilizer Corp. Do you have a prepared statement, Mr. Sekyra? 

Mr. Sexyra. I think I am going to say quite different things and 
only part of it is here. But I would give you the statement in writing 
if vou like later on. 

Mr. Horven. You wish to submit a statement at a later date? 

Mr. Sekyra. That is right. 

Mr. Horven. When will vou have that statement ready? 

Mr. Sexyra. After I am through now, I will dictate it in New York 
and send it right away. 


STATEMENT OF EMIL SEKYRA, MANAGER, GENERAL FERTILIZER 
CORP. 


(The prepared statement of Mr. Seky ra appears at p. 105 

Mr. Sexyra. Mr. Chairman, and gentlemen of the committee. 
I do not like very much this evading answers of cleancut questions 
And I like to make it very clear whatever I say I have the impression 
that the whole story is little bit confused altogether, from all kind 
of statement which have been done. 

The import of East German potash as it was stated here started 
sometime in 1949. At the hearing at April 20, was stated that domes- 
tic industrv is failing; that imports of eastern potash in this country 
vive Kastern Zone chances to get dollars which might turn to be used 
for some other purposes detrimental to this country and that there is 
some kind of frameup to break American potash industry for the case 
of an emergency and so forth. 
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We were here talking about importation of potash from the countries 
behind the Iron Curtain. Let me make it simple. There are no 
imports except from Eastern Zone. Other countries, Poland, Czecho- 
slovakia, and whoever sometimes showed up to be on record, they do 
not have any potash. Russian potash is not imported. There are 
some mines in Russia, but they never come here, being too far. 

The period of importation of East German potash to this country 
can be divided in three parts. From the beginning, sometime in 1949 
until last fertilizer year—1951, 1952, the present fertilizer year, and 
the future—it was stated here that the first period including last 
fertilizer vear could have been considered like a period of a shortage of 
potash. 

Everybody agreed to that more or less, and we have not to talk about 
more. 

At the present fertilizer year, I have here from Farm Chemicals some 
estimations which come from Production and Marketing Administra- 
tion which have estimated the need of potash, 1952, 1953, as far as 
imports are concerned—lI mean total imports—275,000 tons. 

It is understandable that under such conditions it looks to be a 
fair chance to import potash from all sources 

Referring to the objections again of importing potash from Eastern 
Zone, | would like to give you a brief review of the whole situation 
on trading with Eastern Zone or on potash market from Europe at all. 

In order that you see that my statements have some background, 
I like to mention that I was in potash business about 20 vears already 
before the war; that I made the first purchases in occupied Germany 


since 1945 with all zones except French. During this activity, | 
handled somewhere around 400,000 tons of German potash from 
different zones to different destinations. It is understandable that 


under such conditions, I had to follow very closely the development 
regarding potash in all zones including Eastern Zone since 60 percent 


of capacity of German potash mines were, in 1945, in Eastern Zone. 

Meantime, the figures of production in different zones have changed, 
but it is not pertinent to this study here 

It was already stated here that potash imported to this countrys 
is not paid for in dollars but it is bartered That is the case about 
2 years ago or more. In that period before the potash was short, 
purchases have been made for dollars: but since about 2 vears ago, only 
barters supplied this potash which comes practically to all countries 


including also to this country 

Kast Germany is trading potash under the trade agreements for 
purchase of all other items they need. They buy from Dutch, from 
Belgium; they buy herrings from Norway and Denmark; they buy 
fruit from Italy, and so forth. I am sorry that this objection which 
have been brought up by domestic people include so many items 
which cannot be considered as conforming with the facts. 

Due to this fact that at least about 2 vears, there is no purchasing 
of East German potash for dollars; it is also not possible that East 
Germany turns over those dollars to anybody regardiess whether 
they want or not. 

As far as possible, concerning the wrecking of American potash 
industry by imports, I think it must be first considered that this 
would require a considerable tonnage. From all what I know about 
the production and possibilities there abroad, I do not think that even 
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all producers in the world together combined could damage potash 
industry in this country. Potash industry in this country is most 
powerful, and most efficient, which I know. 

Potash industry in this country produces better material, high 
grade, which hardly somebody could compete with. Potash imports 
in this country were possible up to last fertilizer year because of 
relative shortage. 

There is, of course, change during this fertilizer year which turn 
over to be unpredicted difference against whatever expected. 

From this what I state, | do not see any danger to wreck the indus- 
try as far as the quantity is concerned to be imported; because facing 
all this obstacles and besides facing the fact that Eastern Germany 
would have to cut all supplies to other countries and they import 
considerable quantities to Western Europe, to Japan, and to countries 
behind the Lron Curtain, and they would not be able to get in this 
trade materials; they would possibly make much more harm to them- 
selves if they would try to divert considerable quantities to this 
market than they could do harm here. 

The only objection which is justified, I think, from economical 
point of view might be the question of the price. If supply of a 
market is going to be no more tight, if it is enough of merchandise, 
people have to compete with each other. I do not agree to the 
statements which have been done here about the proper prices, 
because possibly to compete with anyone includes the cost of produc- 
tion plus freight. These two factors determine how far somebody 
can be competitive. 

I think that Atlantic coastline is a natural import market. And I 
think that European producers are in quite a good position to compete 
in that area. They are divided by ocean, but ocean transportation 
is always much cheaper than railway transportation. It was stated 
here that ocean transportation is at the present time artificially very 
low. But even if we considered that about 2 years ago we have paid 
not $3.50 but about $6.50, we still come to reasonable freight some- 
where in the vicinity of $4 or $4.50 for freight, compared with $17 
which domestic people have to pay to the Atlantic coastline; it still 
remains about $12 or $12.50, which the importers can use to compete 
and possible to give some-advantage to the buyer. 

Besides that, I feel justified that important potash must be sold 
for cheaper price than domestic from following reasons: 

The American production is, as far as the quality is concerned, 
superior, as I already stated. Besides that, it can be shipped in 
carloads to the buyer, and can be paid just for that much as have been 
shipped. Imported stuff must be mostly handled on couple of 
hundred tons or even thousands tons. 

The buyers have to store it; have to tie up money in it, which cost 
many—probably another 3 to 5 cents per unit, depending how his 
outfit is set up, how much storage space—whether he has to use some 
storage space and pay for it, and so on. 

But even by that, he would not have much advantage buying im- 
ported potash except possibly to be covered for all kinds of these ad- 
vantages expressed in dollars and cents. In order to induce him to 
buy imported potash, he would have to have some incentive or induce- 
ment. Where the prices which have been stated here which run from 
49 cents and 50 cents for eastern potash as it was—as the last hearing 
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stated about this delivery to Boston which we did not do, or about this 
boat to Savannah, which also does not belong to us—whether those 
prices can be justified I do not want to try to justify them. 

[ think oman a certain margin under the domestic price is justified ; 
it has to be, but with much more e ‘lose study to determine what price 
under the domestic price is a fair market price. 

I myself did not try to break the market. And I also have engaged 
only in purchasing potash out of something which was strictly legal 
and did not give anybody a big advantage, and therefore, I could 
hardly compete with some other importers. I was even trying last 
year to stop this wildeat marketing. I did not sueceed in doing that. 

If | may resume, I would say that imported potash should be 
brought in this country and the Atlantic coastline is definitely an im- 
port market area. It should be brought for cheaper prices and domes- 
tic because it is justified enough as I stated above. ‘The limit for 
fair prices have to be determined by more closer study than to say 
offhand. 

This all does not give the answer whether potash should be imported 
only from western sources or whether it should be imported also from 
Eastern Zone of Germany, because, as I say, there are no other coun- 
tries behind the Iron Curtain which have any potash so that we can 
limit that to the Eastern Zone of Germany. 

[ think this gentleman from State Department and this discussion 
which have taken place here have shown clearly that it is a very 
difficult question to answer; that it is in my opinion a problem which 
have to be solved by Government by law-making bodies or by recom- 
mendations of this committee at least. And I do not think I am right 
person to answer it myself. I do not think even that one single person 
can determine that; because there are so many items involved which 
only Government and Government agencies can by thorough study 
compile together to find the right solution. 

There was in the cable a question about State Department approval 
of our imports. I understand the cable ask about it, whether there 
have been any. And it was already stated here by this gentleman 
from the State Department, to our knowledge there are no restrictions 
of importing East German potash. 

I myself have contacted Department of Commerce about 2 years 
ago and asked about their feeling and opinion on the subject. At 
the time I got a pamphlet—how to trade with East Germany—a 
pamphlet advising how to trade with East Germany. And I was 
also advised that in case that in future some changes in the policy 
will be made, it will be made public, and everybody will be advised 
to comply with rules if any will be issued which would restrict to do 
some business of that kind. 

[ /also believe with this—with my background—and what I ex- 
plained here, it is quite understandable that I, being in this line, trying 
to be in this business for some time, for so long, it was not detrimental 
to the interest of this country, and so long as everybody else was 
allowed to handle it, since I believe being so long in the branch had 
a certain right to be there if any other people can be here. 

That is more or less what I could state right now. 

Mr. Horven. Mr. Sekyra, may I inquire as to your nationality? 

Mr. Sexyra. I am Czech. 
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Mr. Horven. I assume you are a citizen of the United States? 

Mr. Sexyra. No, sir. 

Mr. Horven. How long have you been in this country? 

Mr. Sexyra. Four years. 

Mr. Horven. Have you applied for citizenship? 

Mr. Sexyra. Yes. Let me say I got my first papers. I have to 
wait another year to apply for them. I cannot do it earlier. But 
I declared my intention to become a citizen. 

Mr. Horven. If the supply of domestic potash is sufficient to meet 
ordins ary domestic needs, aud if imports utions of pots ash where needed 
it could be imported from the free countries of the world, do you 
think we should import any potash whatsoever from East Germany 
or other countries behind the Iron Curtain? 

Mr. Sexyra. Mr. Chairman, I think that th’s gentleman from 
State Department was trying to explain to you. I do not know 
whether he succeeded. But I understood him that what 

Mr. Hoeven. | am asking you what you think. 

Mr. Sexyra. I just want to say that there — a lot of intangible 
factors involved in the question what have to be replied. And I 
think everyone can have his personal opinion, but what the country 
should do, I think, as I stated already eakeea, it is out of the power of 
one single individual; I can tell you that, as far as I know, East Ger- 
many and East Germans, they would like to make business with 
Western Hemisphere. 

Mr. Hoeven. What is your reply to my question? Is it yes or no? 

Mr. Sexyra. Well, I cannot make this decision for this country. 
I don’t—don’t misunderstand me; | do not try to give any diplomatic 
answer about it. 

Mr. Horven. Well, you are the manager of the General Fertilizer 
Corp., are you not? 

Mr. Sexyra. Yes, sit 

Just the same, we do not have unfortunately any other potash 
which I can handle it. 

Mr. Horven. So you are not in a position to answer my question? 

Mr. Sexyra. So far as articles, or trade for articles, which are not 
detrimental to this country, I should say that I would more agree to 
the position in this point of people, some of them even in Government 
position, which say unstrategic material trade should be promoted; 
but I would just say little different in following way: We should 
make it a basic decision, basic policy; not cut it in sm¢ all pieces. And 
if the basic policy is yes; then as have to follow it, but not to divide 
it in different items. 

Mr. Hoeven. Me. Abernethy. 

Mr. ABERNETHY. Mr. Sekyra, I do not want you to misunderstand 
me; I am quite certain that you are not in the slightest in sympathy 
with the present government which has taken over your country. 
And I think I am correct in saying, am I not, that you would not want 
to do anything to aid those people, would you? 

Mr. Sexyra. No. 

Mr. ABERNETHY. Well, do you feel that you are aiding them in 
buying their merchandise? 

Mr. Sexyra. Well, are you talking about my previous homeland- 
Czechoslovakia? 
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Mr. AnerNetuy. I mean those people who have taken over your 
homeland. You and I know that the benefit of these sales—we know 
whom it is going to. You know who gets the benefit of it, do you not? 

Mr. Sexyra. Well, I think that I answer this question saying: 
Being in that line, that was mine for 20 years, I was trying to keep in 
that line; that was my consideration and not a political consideration 
in it, provided that it is not making any damage to this country. 

Mr. AperNetuy. Let me go back. I asked a question on the prem- 
ise that you would not do anything to aid the people who have taken 
away the freedom of the people from whence you came, of your 
country. 

Mr. Sexyra. That is right. 

Mr. Anerneruy. Well, now, they have not only taken away the 
freedoms of the people, but they have taken away the freedom of the 
people of other countries of Europe and of the world. Now, you are 
a freedom-loving man, are you not? 

Mr. Sexyra. That is right. 

Mr. ABerNetHy. You would not be here if you were not. 

Mr. Sexyra. Sure. 

Mr. AperNetuy. And you certainly would not have made an effort 
to obtain citizenship in this country if you were not a freedom-loving 
man? 

Mr. Sexrya. That is right. 

Mr. AperNnetuy. Being a man who loves freedom and being a man 
who hates that which is direct contravention of freedom, you would not 
knowingly do anything which would aid those who would bar the 
rights of people to be free, would you? 

Mr. Sexyra. That is correct. 

Mr. Anernetuy. Now, have you ever considered whether or not 
trading with these people, as you are—and you know who is getting 
the benefit of it—it is the dominating government of East Germany 
today—which is a Communist government—they are getting the 
benefit of it, of all trade. Do you not agree with me that you are 
helping them? 

Mr. Sexyra. Well, I have figured that out in following way: if I 
do not do that, I cannot prevent it. The only difference would be that 
this tonnage which I sell would be switched to another firm. That is 
all. ‘ 

Mr. Anernatuy. In other words, if somebody else is doing, you 
think it is right to do it. Is that your opinion? 

Mr. Sexyra. No. 

Mr. Anernatuy. Regardless of right or wrong, if somebody else 
is doing it, then vou can do it? 

Mr. Sexyra. If it is not wrong; but as I say, this Government has 
taken up until now this attitude; and I was in this business for 20 
years. I cannot prevent it if I stop doing myself. So I just do not 
do anything good for it if I stop it. 

Mr. AngerNaruy. You were in this business for 20 years, you say. 

Mr. Sexyra. Yes. 

Mr. Anernatuy. Before you came over here. 

Mr. Sexyra. Yes. 

Mr. Apernatuy. You can buy potash right here, can you not? 

Mr. Sexyra. Well, I do not think that domestic producers have 
established practice to selling this potash. As I understand it up 
until now they are selling it to direct users themselves. 
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Mr. Apernaruy. If I understand vou now, you feel that it is all 
right for you to be —_ hasing this material from these people hes use 
you have been in the business for 20 years? 

That is one reason. And also because if you were not doing it, 
somebody else would be? 

Mr. Sexyra. And because somebody else is fully entitled under the 
present rules to do that; so I cannot avoid it. 

Mr. ABERNETHY. In other words, you stated a moment ago that 
you agreed with the State Department, the position of the State 
Department. That is what I understood you to say. 

Mr. Sexyra. | have relatives behind the Iron Curtain, gentlemen. 

Mr. Apernetuy. I think you misunderstood me. As I understood 
you a moment ago, you said you listened to the man from the State 
Department, and you agreed with him. That is what you said, was 
it not? 

Mr. Sexyra. I said that I agreed to this point: That it is a very 
complicated matter which is not up to one single man to be able to 
decide properly. 

Mr. ABERNETHY. Then you have made a decision. The State 
Department had not made a decision. You heard him say they were 
just so confused down there they had not yet decided. He said they 
just did not know. That is what he meant; but as I understand you, 
you have not decided. 

Mr. Sexyra. I think my opinion on it is following, they should 
make a clean-cut policy and behave accordingly. So if the Govern- 
ment does it, how it does, then it is all right with me; I cannot 
change it. 

Mr. AperNetHy. Then what you are waiting on is a clean-cut 
policy from this Government? 

Mr. Sexyra. That is right. 

Mr. ABERNETHY. Until you get a clean-cut policy, you are going 
to continue to buy potash from East Germany? 

Mr. Sexyra. Until there will not be allowed anyone else to trade 
in potash. 

Mr. AserNetuy. I said until you get a clean-cut policy, you are 
going to continue to buy potash from East Germany? 

Mr. Sexyra. At this point, another problem is involved. That is 
the problem of prices. Until the trade can be done for fair market 
prices, that is a different situation; and if it starts to be under this 
limit, that is also a different story. 

Mr. Asernetuy. I do not want to be misunderstood. And I 
hesitate to pressure you. But will you answer my question. Until 
you get a specific firm policy from the State Department, you will 
continue to buy potash from East Germany? Will you or won’t you? 

Mr. Sexyra. Most probably. 

Mr. Anernerny. I think that is correct. I further understood 
you to say that your position is such that you feel that it is all right 
to carry on this trade because there is a ‘shortage of potash in the 
United States, and you supported that with some data you had in 
your file. 

Mr. Sexyra. Well, that was true up until this fertilizer year. 

Mr. ABERNETHY. But it is not short now; is that right? 

Mr. Sexyra. I believe for the future there will be no shortage of 
potash. 
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Mr. Anerneruy. But you are going to continue to bring this other 


) 


in 

Mr. SEKYRA That depends on the market whether there is need 
for it. If there is really no shortage, nobody would buy it. 

Mr. Apernetuy. One other question. Did I understand you to 
sav that most of these transactions. if not all | believe | understood 
vou to say all—were made more or less on a barter basis? 


\Ir. Sexyra. All of them as far as I know. 


Mir. Apernetuy. What have you been bartering? 
Mir. Sexyra. Well, as I say, different countries and different firms 
are engaged in it, and they barter, as I said, all kinds of nonstrategic 
| 
materials 


Mr. Anerneray. Will vou give us the benefit of some of them. 
That is what I want to know about What is the nature of the 
materials; what kinds of materials 

Mr. Sekyra. Some tobacco was bartered. 

Mr. Anerneruy. But you did not have anything to do with that. 
That was done by Woodward & Dickerson. 

What did you barter? 

Mir. Sexyra. As far as we are concerned, there have been traded in 
Switzerland for licensed exports from Switzerland, like textiles, colors, 
and so forth 

Mr. Anerneruy. You mean paints? You traded some paints? 

Mr. Sexyra. We are not engaged in bartering. We buy it from 
bartering people 

Mr. Aperneruy. You bartered something for this potash. What 
was it? 

Mr. Sexyra. We did not barter anything; we bought if from firms 
which barter it 

Mr. AnerNetuy. You bought the material? 

Mr. Sexyra. We buy the potash from the intermediate firms which 
make the barters 

Mr. Anernetuy. What entered into these swaps besides colors— 
paints? What else did you trade for that potash besides paints? 

Mr. Sexyra. I think that was the majority of it. 

Mr. Anrernetuy. How much did those paints come to in dollars 
and cents. 

Mr. Sexyra. I cannot tell you. If you want, I can find out and 
give you the figures because I will 

Mr. Anernetuy. Did you just swap even—those paints for the 
potash? 

Mr. Sexyra. Well, every barter have to be figured on the same 
total. 

Mr. AnerNetuy. What sort of a barter deal do you have on now? 
Any at all? 

Mr. Sexyra. Not right now. 

Mr. AnerNetTHy. But you are going to do some more trading, 
you said? 

Mr. Sexyra. Supposing this country will be as I say, and I was 
offered some potash for some tobacco 

Mr. AnerNetuy. But there has been no money, no currency, or 
nothing has changed hands. It is just purely a barter deal? 

Mr. Sexyra. Yes, sir. 
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Mr. AnerretHy. Who else is connected with your company? 
How long has this company been organized? 

Mr. Sexyra. The General Fertilizer Co.? 

Mr. Anernetuy. Yes. When was that company organized? 

Mr. Sexyra. 1950. 

Mr. ABERNETHY. It is a corporation? 

Mr. Sexyra. Yes, sir 

Mr. Anernetuy. And do you own the controlling stock in it 

Mr. Sexyra. Yes, sir. 

Mr. AperNetuy. Who are the other stockholders? 

Mr. Sexyra. Mr. George DeSantis 

Mr. AperNeTHY. He is an American citizen? 

Mr. Sexyra. Yes, sir. 

Mr. Apernetuy. What is the company capitalized for? 

Mr. Sexyra. $1,200. 

Mr. ABERNETHY. And how much have you got invested in this 
company? 

Mr. Sexyra. We work with credits. 

Mr. ABERNETHY. I see. 

What do you deal in besides potash? 

Mr. Sexyra. Well, other fertilizers too 

Mr. ABERNETHY. Do you manufacture them? 

Mr. Sexyra. No. 

Mr. Anpernetuy. Do you buy them abroad? 

Mr. Sexyra. Yes. 

Mr. AperNnetHY. For instance, from whom? 

Mr. Sexyra. Well, we get amonium sulfate 

Mr. Apernetuy. Where do you get it from? 

Mr. Sexyra. From East Germany too. 

Mr. AperNEeTHY. You got some in right recently, did you not? 
The last few years? 

Mr. Sexyra. Yes. 

Mr. AnerNeruy. You had some last year too? 

Mr. Sexyra. No, no. It came March. 

Mr. AserNetuy. Now, you are getting potash from East Ger 
many, and ammonium sulfate from East Germany? 

Are you trading in any other materials with any of these countries 
that have been overrun by Russia? 

Mr. Sexyra. No. 

Mr. AperNETHY. That is all. 

Mr. Horven. That is all, Mr. Sekyra. 

(The prepared statement submitted by Mr. Sekyra is as follows:) 


» 


STATEMENT oF Emin SEKYRA, PRESIDENT, GENERAL FERTILIZER CORP., 
New York, N. Y. 


Mr. Chairman, gentlemen of the committee, my name is Emil Sekyra. I am 
president of the General Fertilizer Corp., 11 West 42d Street, New York City 

I am here upon invitation of this committee, which, as I understand from the 
cable I received late last Friday afternoon, is studying the matter of imports of 
potash into the United States in general and of Eastern Zone potash in particular 

I am glad to be of assistance to this committee in any way, and I assume that 
this committee is interested in facts about this trade. I will be glad to give you 
these facts as they are, to my best know ledge and belief. 

For the purpose of this hearing and in order to save time for the committee, I 
have prepared a statement, which may answer most questions which you aré 
interested in. 








104 IMPORTS OF POTASH 


my statement is based on knowledge of the matter in 
question, I feel that I must state a few words as to my background. 
handling potash for may vears, since before the last 


war. Just a few weeks after the war I went to Germany, as actually the first 
Db essman to start handling potas! 

In the fall of 1945, I made my first potash contract there and I handled also 
the firs rac \ the occupation authorities in all zones of occupied Germany, 












pt the French Zon In this wav I handled about 400,000 tons of German 
pota for se ra stinatl 
Under such conditions I had to watch very closely development of production 
and marketing of potash in all zone cluding the Eastern Zone, because 60 
ere t of the capacit of German potash mines were od, in 1945, in the 
Kastern Zon Meantime, the figures of production in the different zones have 
changed, but this is not pertinent to this study 
At the last meeting of this committee, held on April 20, it was stated in the 
inutes, which | have on hand, if I understand them correctly, the following: 
That domestic industry is expanding to the extent that it will be able to 
take care of the whole domestic market 


bh That imports of easter! potash into this country enable Eastern Zone of 
Germany to get dollars, which later may be used to cripple and destroy our 


economy 
Phat the offers and sales of East German potash at low prices would result 
nereased imports, in hampering domestic production and in wrecking American 


potash industry 

As far as imports of potash into this country are concerned, we may divide 
them, since the end of the war, into three periods 

First period, which includes the last fertilizer year of 1951-52, second which 
represents the fertilizer year 1952-53, and third which is the future. 

All speakers on previous meetings have agreed that the first period mentioned 
was the time of relative shortage of potash. 

As far as the second period, that is the present fertilizer year 1952-53, is 
concerned, I have here on hand estimates which were published in the farm 
chemicals and in which the Production and Marketing Administration reports 
expected imports of potash for fertilizer year 1952-53 in the amount of 275,000 
tons K 

I believe that is only natural that everyone—based only on these estimates— 
would expect some business in imported potash, regardless of origin. 

As far as the future is concerned it is my opinion that with respect to objections 
as above mentioned, two factors are important, namely, prices and quantities. 

Permit me therefore to take up one item after the other 

After the World War, at the time when potash was short, it was sold readily for 
dollars, since the demand was high. 

Since about 2 vears or more, as all producers in the world have expanded their 
production and potash sales became much less easy, it would be impossible—as 
far as my knowledge reaches—to find anybody who would buy potash from East 
Germany for dollars. Very little, if any, profits can be made on potash and 
therefore the situation nowadays is such that all East German potash is purchased 
through intermediate firms in Europe which make barters to importers of potash 
against other articles 

Such firms use dollars which they receive for potash for their purchases of those 
other articles so that in this way the Eastern Zone of Germany never receive 
lollars for its potash, but only the bartered merchandise. 

Eastern Zone uses its potash for barters under trade agreements with several 
countries and in this way it gets, for instance, superphosphate from Belgium and 
Holland, herring (fish) from Norway or Denmark, fruits from Italv, ete. 

Also potash arriving on this market from Eastern Zone actually comes from 
similar barters; for instance, against United States tobacco or against other 
materials as above mentioned. 

This has been going on for the last 2 vears or even more and therefore it can 
hardly be maintained that the Eastern Zone of Germany turns its dollars earned 
on sales of potash to Russia, this simply for the reason that the Eastern Zone of 
Germany doesn’t have any such dollars on hand. 

It is also my opinion that the Eastern Zone of Germany is not getting out of 
such barters any material which may be considered as harmful for the interests of 
the West. 

This opinion is based on the fact that for such material—if they can have it at 
all— they have to pay in a different way No one of the suppliers of such material 


} 
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would bother with the problem, first to sell the potash and then to look after 
how to obtain thos materials 
ince over 2 years, potash is not more considered as a material of first priority 
and on both sides it is now bartered only against another material of low priority 

As far as the alleged intention to damage domestic industry bv increased 
imports of European potash is ecncerned, any accomplishment of such intentio 
would in the first place require a tonnage which would be sufficient to produe 
act 

The Eastern Zone of Gi rmanv, as I stated before, uses its output of potas! 
either for barters against articles which it needs for its own economy or it consume 
it for its own domestic fertilizer purposs 

According to my estimation they use about one-third of their potash output 
for their own agriculture, further they export sizable tonnage to other easter! 
countries, and besides that thev export large quantities to Western | lrope 


t 
such an eff 


i } 
namely, Relgium and Holland; and finally they export also to Japan 

Under such conditions they have, in my estimation, only very limited quant 
available for this market here. If thev would like to increase it to any sizabl 


extent, they would have to cut their deliveries to all those other above-mentioned 


countries and I am positive that by doing this they would damage much more 
their own economy than thev could harm the economy of this country 
In such a case they would not be able to get all these above-ment 


as superphosphates or food in sufficient quantities from those coun 
} ' 








is something which they hardly afford to do 

As it was stated already here during tl! st hearing, increase 
Masten f Germany would affeet, in the first place 
vestel ‘ies and only then they might have some sm: c 
cit 1CSTIE Ictlo 

Accordir { ( pro ced ! re eal £ the Eastern Z 
of Crer would have fi ) ( he nports fe t s before si 

por vould replace imports of pe sh fror ves producer 

Chat would m« that they would he to import twice as mucl { 
ported e times ot great mports at It would » re t tl \ 1 
| VE oO export to ni cou shou 20) peres ( elr tal eapac \ K20 
How ( s a fact they do n produce rge quantit 60 1 
mater and therefore t \ I mpl it o da ( ( ( | 
T rete ot whet gf t or yt 

\ ras pl ‘ Cerne fig ot ro? r ( ( y ‘ | 

lelivery to Bost 

I he 1 about but I ar ot t » justify price 

I would I ) \ I pet I ( q cor ( oO ( 
pu presente ré ! ‘ { ancl 
be compe \ rvicie 

i ( he f oN ( 1 

| el I ro er of el Hi er : 
Phe re compe ! Dut eir f 1 of etl ( ‘ i \ 
ot ne I ely the feid of ( ( ther is pre y We fete! ed I 
both have to ad the costs of eir produce he cig! ( pe wid 
there ce n | t er he price ( e freigl a d are 
eq 

| Ss pon where the price ( repres¢ t thie rit bye ma hich one of 
them ean go, because otherwise ‘ \ ld ar rl , Tie | \ l thie rice 
of his competitor is lower, because of lower freight 

The producer of Houston would not even dare to ask for protectio ving 
‘Look, I have to pay freight from Houston to Pittsburgh and my competitor 
in Pittsburgh is selling the merehandise just for rice at I factory 
I am uneble to compete with him 

There is no difference if we change this example to producers of pots h who ar 
not sitting at Houston and at Pittsburg but one of them in Carlsbad, N. Mex 
and the other in Europe 

Kuropeen producer is seperated from this country by the ocean; however, the 
cost of ocean transportatior | Iwavs cheaper than ai t>er transport: tion 





It was contended here that the ocean freight is now artificially too low, being 
somewhere at $3.50. 

(one and a half vears ago there was shortage of shipping space and we paid 
about $6.50. 

Let us neither take the price of a boom nor of a shortage but just an averag 
price of $4.50. 
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But even this price, when compared with the freight rate from Carlsbad to 
he east Atlantic shore, which is full $17, would represent, as a factor with which 


the European producer has to compete, an amount of $12.50 








Besides this, the domestic product is better, of a higher concentration—over 
62 percent K It can be shipped in single cars, whereas the imported material 
must be accepted in hundreds and thousands of tons. The imported material 

be paid for in full; it ties up money; it requests storage on part of the cus- 

) wer t 

A { and one disadva ig amo t to 3 to 5 cents ainst domestic 
rice and by this difference the customer still would have no ad tage but only 

ra 1sadva ges 

Onl n times of shortage such high prices can be obtained. Therefore as 
inducement for purchase of imported material the customer should have at least 
another 2 cents, so that approximately 7 cents under the domestic price may be 
“onsidered as reasonable. 


Whether prices of 49 cents may be justified or not cannot be answered offhand 
and would require more complete study of several facts of calculation 

Permit me now to say a few words with regard to the position of the domestic 
industry 

Domestic industry might face some temporary difficulties in sales in this 
fertilizer year, but this would be primarily due to its expansion, or better said 
yverexpansiol 

Two new companies entered this field some time ago and their new output, 
together with expansion of older producers amounts—if I recall correctly 
to about 17 percent in the last year and to about 25 percent in the last 2 fertilizer 
years 

No industry exists in the world where such expansion would remain without 
effect on the producers 

Old potash producers in the United States used to expand slowly and gradually. 
The consumption increased at the rate of about 6 percent annually and the cau- 
tious old producers remained always a little behind the demand. Consequently, 
they were in a comforable position as far as their sales were concerned. 

With the new companies this safe rule was broken. Previously, domestic 
producers left it up to the importers to take care of the fluctuating remainder 
of the market and the usual fluctuations of it has to be absorbed by the importers. 

Once the domestic producers came closer to the domestic demand level and 
even overreached it with their production, they overflooded the market by their 
suddenly increased output and now they have to face the same problems which 
previously only the importers were facing 

Not the imports, but only their own overexpansion 1s bothering the domestic 

producers. Nobody wants to take away even a little bit of their own business 
and the question is not whether or how much of their business they may lose 
vecause of imports, but whether they can suddenly overexpand their production 
by only 15 percent or whether it can be 17 percent. 
This is the whole proble m The domestic production is strong, well equipped, 
produces the best material and is practically invincible. All other producers 
of the world combined together would not be able to beat the United States 
industry any more, much less the potash industry of the Eastern Zone of Germany 
along with it 

\s far as approvals for imports of East German potash are concerned, there are 
to my knowledge no restrictions in existence and | doubt whether there are any 
appre vals by the State Department i 

I believe that thus it is only with one transaction, in which the United States 
Government purchased material for Formosa and where undoubtedly State 
Department had been consulted 

Anvbody may of course a 





k the State Department about its opinion but I 
doubt that the State Department would be the agency which would handle every 
We had approached the Department of Commerce about 2 years ago and we 


were told that there are no objections against deals with German potash originating 


from the Eastern Zone We were told also that if the situation would change we 
would be informed accordingly. However, we never heard anything more about it. 
Since we le irned that all other Imports ure verv well known and that even such 
part ar tra ctions wel leared by all authorities, we never had any reasons 
for doubts of nd 
\s stated above we do not pay any dollars to the Eastern Zone and we limited 
our purchase st? tiv to deals wh were correctly licensed on the part of our 
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suppliers, who made the barters. Thus we were sure that no harm was done of 
any kind. 

We even went further and we requested from all intermediate dealers that any 
barters from which we get potash would comply with the standard United States 
rules and regulations and not only with the rules which exist in the country where- 
from the barters originate 

By a very reputable firm which makes only strictly licensed business, I have been 
told that the East German authorities have no intentions whatsoever to promote 
underselling on this market and that they are even willing to stay temporarily off 
this market as a proof of their good intentions 

Unfortunately, I have heard on the other side that there are still some offers 
by other importers at prices as low as 49 cents. 

It will be up to East German authorities to stop bartering with such firms 
which are the source of such cheap material, if they do not want to be blamed for 
supporting such activity. 

Whether there should be business done with East Germany at all is a question 
which should be considered as a matter of all-around policy and I have doubts 
whether a single person may be able to give the right answer to it, since too many 
factors are involved which can be hardly known to a single person and which 
could be answered only by the Government itself. 


Mr. Horven. I would like to staie for the record that H. J. Bigger 
& Bros., of New York City, were invited to appear before the sub- 
committee today. The Chair has been advised by telegram, how- 
ever, that they were unable to have a representative present this 
morning. 

I also present for the record a letter addressed to the chairman 
received from Miles Kennedy, director of the national legislative 
commission of the American Legion, together with a copy of a resolu- 
tion adopted by the national executive committee of the American 
Legion on May 1, 1953, in opposition to the importation of merchan- 
dise purchased in Communist-dominated countries. 

Without objection, this letter and the attached resolution will be 
made a part of the record. 

(Letter to Chairman Hoeven from Miles D. Kennedy, dated June 
8, 1953, together with attached resolution is as follows:) 


THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington 6, D. C., June 8, 19538 
Hon. Cuarutes B. HoEvEN, 
Chairman, Subcommittee on Fertilizer, 
House Committee on Agriculture, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN HOEVEN: In connection with the hearings which we 
understand your subcommittee will hold tomorrow on the question of importing 
fertilizer from East Germany, etc., I enclose copy of resolution No. 35 adopted 
by the national executive committee of the American Legion at its meeting held 
at Indianapolis, Ind., April 29-May 1, 1953. 

This resolution, as you will note, vigorously protests the sale and importation 
of merchandise produced in Communist-dominated countries as unpatriotic, ete. 

While we are not asking for an opportunity to be heard before the subcommitte e, 
we would thank you to take this resolution into consideration during your de- 
liberations on the problem, and have same incorporated in the official record of 
the hearings. 

Thanking you for your courtesy and cooperation, and with kind regards, I am 

Sincerely yours, 
Mixes D. KENNEDY, Director 
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REso r1on No. 35—IMPORTATION OF MERCHANDISE PURCHASED IN COMMUNIST- 
DOMINATED COUNTRIES 


That the national executive committee of the American Legion, 
Indianapolis, Ind., April 29, 30, May 1, 1953, hereby vigorously protests 
id importation of merchandise produced in Communist-dominated 

inpatriotic and the giving of financial aid and comfort to enemies 
rican way of life, who ire not only persecuting organized religion, but 

responsible for the deaths and maiming of thousands of American 
blood-drenched battlefields of Korea, 
esolved, That proper Government authority be emphatically urged 
y of all products from Communist-dominated countri€s, 


Mr. Horven. Gentlemen, this concludes the hearings. And within 
the very near future, the subcommittee will be called into executive 
session to discuss the report which this committee hopes to provide. 

Whereupon, at 1 p. m., the hearing was adjourned.) 








